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Professional Notes 


War Against Inflation—Without a Strategy 


Tat GOVERNMENT IS DEPLOYING ITS FORCES FOR SEVERAL ATTACKS ON THE RISING 
price level, but they are all sallies on the flanks and there is no sign of a frontal 
assault to come. The prevention of resale price maintenance, the strengthening 
ofthe Monopolies Commission, the extension of price controls, may all play a part 
in “ restraining ” the prices of some particular goods. Yet, so far as the general 
price rise is concerned, they will surely be overwhelmed by the inflationary 
pressures. The President of the Board of Trade, Sir Hartley Shawcross, almost 
admitted as much when he claimed no more for the projected legislation to 
prohibit minimum resale prices than that it would tend to make reductions in 
prices easier in some lines, and stressed that there was no single measure which 
would * bring prices toppling down.” : 

The major question of the form that might be taken by what we have called a 
frontal assault on inflation is not one that can be fully discussed in a note. But we 
cannot forbear to remark that those who rely upon monetary contraction of the 
classical kind—involving -higher interest rates, “ tighter” credit, a reduction in 
bank deposits—seem to overlook that both spendable incomes and the amount of 
‘pendine out of those incomes, the factors to which the inflation is mainly due, 
Would not necessarily be prevented from expanding by more severe monetary 
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management. For that awkward thing 
the velocity of circulation of money is not 
held in check merely by stringency in 
the money supply, and if other factors 
propel it to do so it will expand willy- 
nilly. As, indeed, it is now expanding. 
And as, furthermore, “ other factors ”’ 
are, in fact, propelling it. These other 
factors are those against which any 
really heavy attack on inflation must 
be made—and made direcily, not in- 
directly through the monetary machine. 
They include ever-increasing wage 
demands, a very high “ propensity to 
consume ” among the people at large, 
and the diversion of too large a part of 
our physical resources into certain 
kinds of capital, especially “social 
capital.” 


Resale Price Maintenance 


One of the Government’s thrusts against 
the high cost of living will be a ban on 
minimum resale prices. A persuasive 
White Paper issued last month (A 
Statement on Resale Price Maintenance, 
Command 8274, H.M. Stationery 
Office, 6d. net) gives the Government’s 
arguments for its proposed legislation 
to make unlawful “‘ collective measures 
designed to ensure that goods shall be 
sold at (or above) specified retail 
prices ” or the prescription by manu- 
facturers of resale prices other than 
maximum ones. In summary, the 
objections to resale price maintenance 
are stated to be twofold. Firstly, that it 
eliminates competition between shops 
with different levels of cost and thus 
prevents the consumer from receiving 
the benefit of price reductions. 
Secondly, that collective action to 
enforce minimum prices—fining the 
price cutter or “ black-listing”’ him 
and stopping his supplies of all goods 
controlled by the trade association 
concerned, not simply those whose 
price he has cut—‘‘ amounts to a 
private system of law which in effect is 
outside the jurisdiction of the Courts.” 
The Government rejects the argument 
that excessive price cutting would 
follow the abolition of resale price 
maintenance, disorganising manufac- 
turers’ programmes and budgets. A 
“price war” of this kind is not, it 
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contends, likely in conditions of full 
employment. It does not consider 
that “ loss-leading ’’—-selling particular 
goods at a loss to attract customers into 
the shop in the hope that they will then 
buy fully-priced goods as well—would 
be serious. 

The Government seems to dismiss 
too summarily the arguments of re- 
tailers against “ loss-leading,’”’ which 
is by no means characteristic only of 
trade depression. Generally speaking, 
the White Paper appears deficient in 
facts and figures about resale price 
maintenance and its alleged prejudice 
to the consumer. It goes beyond the 
recommendations of the Lloyd-Jacob 
Committee on the subject by proposing 
to forbid individual as well as collective 
enforcement of the practice. 


P.A.Y.E. and Preferential Rights 


In a Professional Note under this title, 
which appeared in our issue of Decem- 
ber, 1948, we expressed doubts on the 
legality of the claim on the Inland 
Revenue to be treated as a _ pre- 
ferential creditor for arrears of 
P.A.Y.E. tax. 

The Commissioners have in the past 
claimed this tax to be a preferential 
debt by virtue of Regulation 31 of the 
Income Tax (Employments) Regula- 
tions, 1944 (S.R. & O., No. 251 of 
1944). This Regulation said, in effect, 
that there shall be included among the 
debts payable preferentially under the 
Bankruptcy Act, 1914, and the Com- 
panies Act, 1929, any unpaid P.A.Y.E. 
tax for the period of twelve months 
next before the date of the receiving 
order or other relevant date as applied 
by the appropriate Section of the Act. 
In 1950 the regulations governing 
P.A.Y.E. were consolidated in Statu- 
tory Instrument No. 453 of 1950. 
Regulation 31 of the 1944 Statutory 
Order was repealed and then repeated 
word for word by Regulation 30 of the 
1950 Statutory Instrument. 


The Law Officers of the Crown have 
now advised that Regulation 30 of the 
Income Tax (Employments) Regula- 
tions, 1950 (Statutory Instrument 
No. 453 of 1950) is ultra vires. Publica- 
tion of this advice is given in Statutory 
Instrument No. 836 of 1951 and 
Regulation 3 of that Instrument 
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rescinds Regulation 30 of the 1950 
Statutory Instrument. 


The effect of the decision of the Law 
Officers was explained in the House of 
Commons by the Chancellor of the 
Exchequer in a written reply to a 
question on June 5. He said: “ The 
Commissioners are arranging to make 
any necessary repayments on the basis 
of what would have been paid had the 
Regulation never been made.” The 
Chancellor was referring only to the 
1950 Regulation. No mention was 
made of repayments of tax claimed 
preferentially under the 1944 Regula- 
tion, but presumably if the Regulation 
was ultra vires in 1950, it must also have 
been so in 1944, and tax paid accord- 
ingly would become refundable. 


This decision will give rise to much 
trouble for liquidators, trustees and 


receivers, as well as for the appropriate | 


officials of the Board of Trade. Some 
payments made under the Regulation 
now declared ultra vires are substantial 
and may well cause matters already 
closed to be reopened where the 
interests of creditors and others are 
affected. 


Birthday Honours 


We have pleasure in congratulating 
six members of the Society of Incor- 
porated Accountants whose names 
appear in the King’s Birthday Honours 
List. Mr. Andrew Black, A.s.a.a., Dir- 
ector of Acquisitions, British Transport 
Commission, and Mr. John Stirling, 
B.COM., B.L., F.S.A.A., Chief Accountant, 
Department of Health for Scotland, 
become Commanders of the Order of 
the British Empire, while Mr. C. V. 
Bailey, A.c.A., A.s.A.A., Senior Financial 
Officer, Headquarters, National Coal 
Board; Mr. A. N. Barnes, A.s.A.A., 
Regional Finance Officer, South-West 
Region, Ministry of Labour and 
National Service; Mr. E. J. Lawman, 
A.S.A.A., Chief Executive Officer, Minis- 
try of National Insurance; and Mr. 
A. B. Sturgess, A.s.A.A., Chief Executive 
Officer, Ministry of Transport, are 
appointed Officers of the same Order. 

Other members of the profession to 
whom we also extend our congratula- 
tions are Mr. L. H. H. Lowe, B.a., 
F.c.A., a member of the National Coal 
Board, who receives a knighthood, and 
Mr. F. H. Thornton, F.c.a., and Mr. H. 


Incorporated Accountants’ Course, 


As already announced in Accountancy 
the Society will hold a course a 


Tweedale, a.c.a., who are awarded the 
M.B.E. 


September, 1951. 


Gonville and Caius College, Cambridge I 
(by kind permission of the Master and JJ ty. 
Fellows) from Thursday evening, A 
September 13, to Tuesday morning, | 
September 18, 1951. Practical pro- 4 
blems affecting both the practising E 
accountant and the accountant in 
industry will be discussed in papers on: HF wee 
Taxation M 
Company Law, by Mr. Philip Randall, 4 
Solicitor. 
Productivity, Profits and Prices, by Mr. 
C. E. Sutton, A.s.A.A. 
Accounting Principles, by Mr. F. Sewell * 
Bray, F.C.A., F.S.A.A. Thu 
Up-to-date Auditing Procedures in the M 
United States of America, by Mr. J. 
Harold Stewart, c.p.A. (immediate Eo 
Past President of the American Frida 
Institute of Accountants). ye 
The charge for the course will be 
£8 8s. per head (inclusive of meals and Aft 
accommodation), and applications 
from members wishing to attend should 
be submitted to the Secretary of the 
Society at Incorporated Accountants Eve 
Hall not later than Tuesday, July 31. ae 
have 
bodie 
International Congress on 
Accounting, 1952 Cor 
The Council of the Sixth International 
Congress on Accounting, — 195% The F 
announces that the following subjects i te 
will be discussed during the period of practi 
the Congress, June 16 to 20, 1952. As trollec 
previously announced the sessions will @ 7). " 
be held in the halls of the Royal Porky 
Horticultural Society, Westminster, & p,,p),, 
London, S.W.1. Royal 
1. Fluctuating Price Levels in Rela & veyors 
_ tion to Accounts. rents 
2. Accounting Requirements for & "pair: 
Issues of Capital. tered | 
: assum) 
3. The Accountant in Industry. repain 
4. The Accountant in Practice am I 19,9 , 
in Public Service. to th 
5. The Incidence of Taxation. deduct 
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The provisional programme of events 
is as follows: 


Monday, June 16 

Service at Westminster Abbey, 
followed by tours of the 
Abbey. 

Address of Welcome at Royal 
Horticultural Hall. 


Morning: 


Afternoon: 


Evening: Reception. 


Tuesday, June 17 
Moming: First Session. 
Afternoon: Second Session. 


Theatre entertainment 
delegates and visitors. 


Evening: for 


Wednesday, June 18 

Third Session. 

(a) Fourth Session. 

(6) First tour of London for 
ladies of delegates and of 
visitors. 

Banquet at Guildhall. 


Morning: 
Afternoon: 


Evening: 


Thursday, June 19 
Morning and Afternoon: Visits to various 
places of interest. 
Evening: Dinner parties. 


Friday, June 20 
Fifth Session. 

(a) Sixth Session. 

(6) Second tour of London for 
ladies of delegates and of 
visitors. 

Evening: Ball. 

Invitations to attend the Congress 
have now been issued to accounting 
bodies in forty countries. 


Morning: 
Afternoon: 


Controlled Rents and the High 
Cost of Repairs 


The Rent Restrictions Acts bear heavily 
on landlords. The cost of repairs has 
practically trebled since 1939 and con- 
trolled rents have remained constant. 
The problem is reviewed in a memoran- 
dum, Rent Restrictions and the Repair 
Problem, published recently by the 
Royal Institution of Chartered Sur- 
veyors. Outlining a proposal for raising 
rents so that funds are available for 
repairs and improvements, the Char- 
tered Surveyors base their plan on the 
assumption that the actual cost of 
repairs, insurance and other expenses in 
1939 was then more or less equivalent 
to the statutory repairs allowance 
deducted for rating purposes. They 


show that not only has the cost of 
maintenance risen from a basic index 
of 100 in 1939 to one of 275 in 1951, 
but that the rise continues. They 
recommend that controlled rents should 
be increased by an amount equal to 
such percentage of the statutory deduc- 
tions as represents the increase in repair 
costs since 1939. 

The memorandum gives illustrative 
figures for an increase in controlled 
rents by a sum equal to 150 per cent. of 
the statutory deduction for rating 
purposes. The rent of a _ cottage 
assessed gross at £5 (with a statutory 
repairs allowance of £2) would be 
increased by £3 per annum. At the 
other end of the scale, the permitted 
increase in the rent of a house assessed 
gross at £94 (with a statutory deduc- 
tion of £19) would be £28 10s. per 
annum. The full increase would only 
apply where the landlord is responsible 
for all repairs; where a tenant is 
entirely responsible for repairs, no 
increase in rent would be payable. 


There would have to be safeguards 
enabling a tenant to withhold the 
increase in rent if he considered his 
house was not in a reasonable state of 
repair. The memorandum _ takes 
account of the safeguards. It also 
suggests that to allow time for arrears 
of repairs to be overtaken landlords 
should be able to agree with local 
authorities upon a programme for the 
execution of repairs. So long as this 
agreement were complied with, the 
landlord would be protected against 
the issue of a certificate of disrepair. 


The Royal Institution stresses that 
its memorandum deals only with short- 
term proposals for increasing controlled 
rents. It is the intention of the Council 
to publish at a later date more com- 
prehensive proposals for long-term 
amendment and consolidation of the 
existing legislation. 

An appendix to the memorandum 
compares building material prices in 
1939 and 1951. It is little wonder that 
the cost of house repairs has risen so 
steeply, when the average price of a 
standard of soft wood, which in 1939 
was £22, had risen to £110 in March, 
1951. Even greater is the rise in lead, 
from £25 5s. a ton in 1939 to £156 5s. 
in 1951. It seems inevitable that with 
rapidly increasing costs something 
urgent must be done to prevent house 


property falling into disrepair. The 
proposed interim measure would cer- 
tainly be simple to operate and would 
alleviate the landlords’ burden in a way 
which many tenants would admit is 
reasonable. 


Publicity on Capital Erosion in 
Australia 


The directors of one of Australia’s 
largest companies—the Colonial Sugar 
Refining Company—recently issued a 
memorandum entitled “ Capital 
Erosion and the Income Tax Assess- 
ment Act.” The booklet makes it clear’ 
how—in Australia as in Britain—the 
present inflationary spiral, instead of 
adding to capital, is continually dimin- 
ishing future productive capacity. Both 
inflation and taxation, it argues, are 
causing erosion of business capital. 


In its booklet the company puts 
forward the nature of the problem 
thus : 

If inflation has taken place since the pur- 
chase of an asset intended for resale or subject 
to wear and tear and therefore to replace- 
ment, and amortisation has been provided for 
on the basis of the original money cost, the 
amount thus provided will not be sufficient, 
when the time comes, to procure replacement 
of the worn-out asset. Unless some of the 
profits as calculated by present methods have 
been withheld from distribution (which is 
neither an assumption in nor an objective of 
income tax assessing), further funds must be 
obtained from outside the business merely to 
make good the original asset—not to secure 
an asset of greater efficiency or capacity ; 
thus the proprietors are losing a portion of 
their equity in the assets and the business. 
Where, in the case of companies, “ profits ” 
are withheld from distribution for this 
purpose they are reduced by ordinary tax, 
and also penalised still further by the tax on 
undistributed “* income.” 

It is then pointed out that “ business 
and industry in general strive for con- 
tinuity of operations at full productive 
level as a minimum ; many strive in a 
meritorious way to provide in addition 
for expansion but that is not under dis- 
cussion here. The essential point is that 
the tax system should not hinder business 
from providing broadly for continuity 
of operations at full productive level, 
and should not make it more difficult 
for business to guard itself against the 


inroads of inflation.” 


The booklet does no more than repeat 
what is already common knowledge 
among sophisticates in business affairs. 
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Its importance lies, not so much in what 
it says, but in the fact that it says it— 
that a public company has felt moved 
to make known the “ capital erosion ” 
among a wider public. We do not 
know of any British company which 
has been long-sighted enough to under- 
take a similar educative campaign. 


Incorporated Accountants’ Hall 


It is pleasant to be able to include, as 
an inset to this issue of ACCOUNTANCY, 
a photograph of Incorporated Accoun- 
tants’ Hall, the renovation work com- 
plete, the ravages of the 1944 flying 
bomb made good. As a supplement to 
the note which we published last 
month, when the Hall was officially 
reopened as the headquarters of the 
Society of Incorporated Accountants, 
our readers may be interested in a few 
statistics of the restoration: 


Tubular scaffolding used, 10 miles. 
' Salvaged bricks re-used, 26,000. 

Rubbish carted away, 200 lorry loads. 

New bricks used, 85,000. 

Cement used, 100 tons. 

Portland stone (new) used, 5,500 

cubic feet. 
Lead put on roof, 10} tons. 


Another feature of the work was the 
variety of woods used internally. To 
restore the characteristic and attractive 
woodwork of the Hall, Austrian oak 
was used in the Library, cedarwood in 
the Great Hall, African mahogany on 
the roof, satinwood in the Committee 
Room, the carving being undertaken 
by two firms of sub-contractors. For 
the work as a whole, one main con- 
tractor and eleven subsidiary and sub- 
contractors were engaged. 


Uniform Accounting in Hotels 


A report prepared for the Organisation 
for European Economic Co-operation 
by a group of hotel experts places much 
emphasis upon the advantages gained 
by the hotel industry in the U.S.A. 
from uniform accounting and cost 
control. It says: 

Hotel accounting in the United States 
has become highly specialised. Nearly 
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all hotels, large and small, have adopted 
a uniform accounting system which has 
been devised by two large accounting 
firms working closely with the American 
Hotel Association. Each of these firms 
publishes every year an annual statistical 
review, in which they examine the 
operating results of a large number of 
hotels, showing interesting and useful 
statistics from different groups of hotels. 
This has, to a great extent, encouraged 
hoteliers to adopt the uniform system so 
that they can then analyse and compare 
their own figures with the published data, 
and thus see where their own results 
might be improved. 

In contrast, no comparable uniform- 
ity of accounting exists in Europe, 
partly because hotel keepers, unlike 
their American counterparts, are very 
reluctant to disclose operating figures, 
and partly because the uniform systems 
that do exist are more complicated than 
the American. The experts conclude 
that: 

... the development of uniform 
accounting methods would be of great 
benefit to the hotel industries in European 
countries, both by assisting individual 
hoteliers in the management of their 
business and determination of policy and 
by enabling the industry to make an 
adequate presentation of its case to the 
public and to Governments. 


The report is published by O.E.E.C. 
under the title The Hotel Industry in the 
U.S.A. and is obtainable from H.M. 
Stationery Office at 3s. 6d. net. 


Students’ Courses at King’s College 
London 


The successful series of pre-examination 
courses run by the Incorporated 
Accountants’ Students’ Society of Lon- 
don and District is to be continued next 
September, from the 24th to 28th of the 
month inclusive. There will be a course 
for candidates for the Intermediate 
examination of the Society of Incor- 
porated Accountants, conducted both 
in the mornings and afternoons, one for 
those intending to sit for Part I of the 
Final examination (mornings only) and 
another for candidates for Part II of 
the Final (afternoons only). Students 
taking both Parts I and II of the Fina] 
may attend both the morning and 
afternoon courses. 


All the courses will be held ai King’s 
College, University of London, by 
courtesy of the Principal. They will not 
be residential and candidates attending 
from a distance will have to make their 
own arrangements for accommodation 
in London. 


Particulars of the courses will be sent 
shortly to all members of the Students’ 
Society. Other candidates for the 
Society’s examinations are invited to 
apply to attend, and can obtain further 
details by writing to the Secretary of 
the Students’ Society at Incorporated 
Accountants’ Hall, Victoria Embank- 
ment, London, W.C.2. 


Rating Assessments 


A useful little booklet has been pub- 
lished by the Incorporated Association 
of Rating and Valuation Officers on 
methods of revaluation of property for 
rating purposes. Revaluation, which 
is in the hands of the Board of Inland 
Revenue, is now in progress in many 
districts and, unless the date is revised, 
should be effective from April, 1953. 
The booklet gives in simple and non- 
technical language the bases for valua- 


tion of different classes of property 


—several of them newly laid down 
under the Local Government Act of 
1948—and explains the procedure for 
appealing against an assessment. Copies 
of the booklet, entitled Rating Assess- 
ments, are obtainable at 6d. each from 
the Association, Livingstone House, 42, 
Broadway, London, S.W.1. 


Deferment of National Service 


Hitherto, those liable to national service 
have been eligible for deferment of their 
calling-up so that they could remain at 
school or other educational establish- 
ment to sit or re-sit an external 
examination, and no general limit has 
been laid down for the period of 
possible deferment. The rules have now 
been modified to the effect that defer- 
ment in these circumstances may be 
until the end of the school year ™ 
which the student sits for the examine 
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tion, but may in no case extend beyond 
the end of the school year in which he 
becomes 19 years of age. 

“External ” examination means an 
examination such as the General Cer- 
tificate of Education, a_ university 
scholarship, or the Preliminary exami- 
nation of the _ professional bodies, 
including that of the Society of Incor- 
porated Accountants. 

We set out in a Professional Note in 
our issue of July, 1949, the general 
conditions of deferment, and except for 
the modification now made_ these 
remain unaltered. 


C.I.R. v. The Evaders 


This long-drawn-out case in which the 
Inland Revenue are making little 
visible progress (see ACCOUNTANCY, 
January, 1951, page 5, and June, 1951, 
page 204), was commented upon by ‘the 
Public Accounts Committee in_ its 
Third Report, recently published (H.M. 
Stationery Office, 6d. net). Said the 
Committee: 

At present, it appears, the Department 
have not the staff they consider necessary 
to deal with the big cases of under- 
assessment which are thought to exist in 
the company sphere, much less to bring 
in the 80,000 traders who are thought to 
be escaping the revenue net altogether 
through lack of systematic investigation; 
nor can they grapple with certain methods 
of evasion which are well known and 
widely practised. 

The Committee strongly urged more 
vigorous recruitment and training of 
staff in the Inland Revenue. Mean- 
while, figures just announced show 
‘ome increase in prosecutions for tax 
fraud, but the number is still relatively 
insignificant. In 1950 there were, in 
England and Wales, only thirty-three 
prosecutions and thirty-two convictions 
lor tax evasion, compared with sixteen 
Prosecutions and convictions in 1949. 
In 1948 there were nineteen prosecu- 
tions and convictions and in 1947 nine. 


Extra-Statutory Tax Concessions 


The report referred to in the foregoing 
hote contains also a now welcome 


suggestion that extra-statutory tax con- 
cessions should be incorporated in 
legislation. The Public Accounts Com- 
mittee acknowledged the recent publi- 
cation of the concessions by the Inland 
Revenue (see ACCOUNTANCY, February, 
1951, pages 61 to 65), and went on to 
note that the Inland Revenue have 
“agreed that the great majority of 
them ought to be embodied in legisla- 
tion when opportunity affords.” On 
this, the Committee pertinently remark 
that an opportunity is presented in the 
annual Finance Bill and _ separate 
legislation is not therefore required. 
They urge that “regularisation or 
termination ”’ of the concessions—“ ter- 
mination,” presumably, only if replaced 
by a statutory provision—should not 
be delayed, adding that some of the 
concessions are of long standing. It 
would have been appropriate if the 
concessions had been incorporated in 
this year’s Finance Bill, for then they 
would have found their way into the 
Income Tax Consolidation Bill. As it is, 
the tax law seems likely to be con- 
solidated without even this limited 
degree of codification. 


British Firms of Accountants in 
South Africa 


In our last issue (page 203) we reported 
that the South African Public Accoun- 
tants and Auditors Bill had been 
amended by the House of Assembly so 
that firms would be prohibited from 
practising in the Union under firm 
names which included the names of 
partners who were not and had never 
been resident there. As we also re- 
ported, discussions followed between 
the Minister of Finance—who had 
accepted the amendment—and the 
firms most affected, which are largely 
well-known firms of British accoun- 
tants. As a result, a compromise was 
put forward in Parliament to the effect 
that the prohibition should not become 
operative until the expiry of five years 
from the date of the coming into force 
of the Bill. This compromise was 
written into the Bill when last month it 
passed into law by its passage through 
the Senate. (We regret that in our May 
issue we inadvertently stated that the 
Bill had already been passed: it had 


not then, howéver, been approved by 
the Senate—as we in fact made clear 
in our note last month.) 


SHORTER NOTES 


District Audit—Financial 
: Statements 


Specified authorities, but not all those whose 
accounts are subject to district audit, have 
been required to submit their figures on a 
form of financial statement prescribed under 
the Financial Statements (District Audit) 
Regulations, 1938. New regulations now 
issued, the Financial Statements (District 
Audit) Amendment Regulations, 1951 
(Statutory Instrument No. 922 of 1951), 
now require the form to be used by all 
authorities subject to district audit. 


Building Societies Association 


Mr. W. W. Wetherill, J.P. (Hastings and 
Thanet Building Society) has been re- 
elected Chairman of the Building Societies 
Association, and Mr. Hubert Newton, 
r.c.Ls. (Leek and Moorlands Building 
Society) has been reappointed Deputy 
Chairman. 


Mr. Cube Wins a Round 


The Special Commissioners have decided 
that the expenses incurred by Tate and Lyle 
on their anti-nationalisation campaign were 
laid out wholly and exclusively for the 
purposes of their trade, and are an admissible 
expense for tax purposes. In the company’s 
accounts for the year ended September last, 
expenditure on advertising, including the 
campaign, was £198,660, against £42,183 
in the previous year. Tax had been provided 
for, as a measure of prudence, on the 
assumption that the assessment by the 
Inspector of Taxes, which disallowed the 
campaign expenditure, would be upheld. 
It will be remembered that Sir Stafford 
Cripps, when Chancellor of the Exchequer, 
said that expenses of this kind were not an 
admissible deduction from profits for tax 
purposes—a view not accepted by the 
Special Commissioners. 


American Institute’s New 

President 
Mr. J. William Hope, of Bridgeport, Conn., 
U.S.A., has been nominated to be President 
of the American Institute of Accountants 
for the year beginning next October. Mr. 
Hope is a former State Treasurer of 
Connecticut. 
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ACCOUNTANCY 


FORMERLY THE INCORPORATED ACCOUNTANTS’ JOURNAL ESTABLISHED 1889 


The Annual Subscription to ACCOUNTANCY is 175. 6d., which includes postage to 

all parts of the world. The price of a single copy is 1s. 6d., postage extra. All 

communications to be addressed to the Editor, Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, W.C.2. 


Too Much and Too Late 


Tue FestrvAL GARDENS AT BATTERSEA 
are a triumph of imagination and 
ingenuity in design and construction. 
Their mixture of the elegant and the 
fantastic, their artful use of colour, 
water and lighting, their spaciousness 
touched with intimacy, make these 
gardens a happy resort from austerity 
and cold war. Their evocation of 
gaiety and good nature is just what is 
needed in this Festival year. 
would be churlish indeed to jib at 
paying the proper price for such a piece 
of artistic showmanship. Yet at the 
same time it would be irresponsible to 
allow the success of the project to cloud 
the hard fact that “ proper price,” here 
as always, is a relative term. 

Two reports by independent accoun- 
tants on the Festival Gardens have just 
been issued, and they make sorry 
reading. An initial estimate of rather 
over £500,000 for constructional work 
will in fact reach a_ figure of 
more than £1,600,000. After much 
misunderstanding and muddle, the 
contract was made into a “ cost plus ” 
one—a form of contract which, more 
particularly for a large scheme like the 
Festival Gardens, which is both in the 
public eye and paid for by the public 
purse, should be avoided. Allegations 
of major inefficiencies, or even fraud, 
on the part of the contractors have not 
been established, but the reports cannot 
but leave an impression of mishandling 
and incompetence by most parties. 

It is clear that a major reason for the 
bad financial showing lies in the late 
start that was made in the construction 
work, which in turn was due to delays 
in detailed planning, themselves the 
outcome, farther back in the train of 
cause and effect, to indecision over the 
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broad form the Festival Gardens should 
take. The cumulative delays at the 
construction stage were then made even 
more costly by extremely wet weather 
—but Nature would not have been 
nearly so unkind to the finances if 
Procrastination had not been on her 
side. The accountants’ reports may, 
indeed, be taken as object lessons in the 
need for incisive and speedy action at 
the top of any undertaking, if dilatori- 
ness is not to permeate right through it. 

The movements in the estimates for 
the constructional work between March, 
1950, and March, 1951, produce a 
sensation like that of the Great Dipper 
in the Festival Garden’s own fun fair 


’ —on the upward stretches only, that is. 


The final increase, from £917,000 to 
£1,621,000 over the last four months of 
the year, seems to have taken away the 
breath of all concerned with the 
scheme, not least of the Board and its 
officers who, to quote from the Secre- 
tary’s reply to one of the accountants’ 
reports, were “‘ alarmed ” by it. There 
is an odd implication in this reply, and 
its endorsement by the Board, that 
someone other than the directors and 
chief officers was responsible for over- 
looking the finances of the scheme. 
How so? Surely a prime duty of a 
Board—perhaps the prime duty—is to 
see that it is informed, regularly and 
efficiently, of its financial commitments. 
The directors should have been 
concerned over the capital expenditure 
for months before, not suddenly alarmed 
by figures which ought to have been 
insisted upon much earlier. Here, 
again, the accountants’ reports are an 
excellent demonstration of what might, 
in the absence of illustrations such as 
this Festival Gardens affair, be regarded 


" ment might also be overlooked in other 


as a self-evident maxim of good director. 
ship—the continuous inspection and 
criticism of budget figures. 

This leads to yet a third lesson that jg 
brought out in these reports and js of 
general application—a lesson which 
fortunately, has been learned in most 
businesses, but not universally, It jg 
that in undertakings beyond a quite 
modest size, there should be at least one 
member of the Board whose . more 
particular concern is with the finances, 
to say nothing of the need for specialised 
directors in other fields. As one of the 
reports states : 

The organisation of such a company 

[as Festival Gardens, Limited] would 
normally include a director responsible 
for construction, a director responsible for 
operation, a director responsible for 
finance. . . . In this case thirteen unpaid 
advisory directors were appointed, all of 
whom were busy men in other directions 
and none of whom was specifically asked 
to undertake particular responsibilities, 
I cannot, moreover, imagine that any one 
of the Board would regard himself as 
implicitly expected to take any excep- 
tional responsibility for the constructional 
side, and whether or not the same remark 
applies to finance and accountancy, the 
fact remains that nobody did assume any 
such responsibility. 

** Pinpoint the responsibility! ” is a 
slogan of particular forcefulness where 
large sums of money are involved. 

Save for one reason, it might hardly 
be justified to direct attention % 
closely to this rather unfortunate affair. 
The reason lies in the possibility that 
elementary notions of good financial 
direction and good financial manage- 


projects unless vigilance is shown by 
objective observers whose concern i 
with financial matters. The country i 
now embarking upon an armament 
programme of enormous size within 
which there will be many single 
schemes far more expensive than the 
Festival Gardens. There is the sale 
guard, to be sure, that the Supply 
Departments, unlike the Festival Gar 
dens company, have experience i 
projects of this kind and staff who are 
used to handling them. But when the 
Festival Gardens earn the distinction 
having cost too much and being built 
too late, the loss is confined to the 
taxpayer’s pocket; if the rearmametl 
drive costs too much or is made too late 
the loss will be immeasurable. 
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Practical Problems of Incomplete Records—1 


THE CASH ACCOUNT 


This is the first of three articles on Practical Problems of Incomplete Records. The second, dealing with the Bank Account, and 


the third, on Incomplete Records and Private Companies, we hope to publish in our next two issues. 


By D. E. BOSTOCK-SMITH, a.c.a. 


NoRMALLY, THE CASH ACCOUNT IS TAKEN FOR GRANTED AND 
comprises little more than the cross-cast of the debit side 
of the cash book and the balancing of the petty cash book. 
But it assumes greater significance with incomplete records, 
being the basis on which the information is integrated to 
build up a satisfactory set of accounts. 

In the long run, the professional accountant is judged by 
the extent to which he exercises his training and ability in 
relation to the facts placed before him. Among the smaller 
cases, the cash account represents a significant opportunity 
for exercising that ability. 

The account has two main functions : 

(1) To compare cash “in” with cash “* out” and to 

reconcile the figures. 

(2) To arrive at the sales where no details of them 

exist. 


RECONCILING CASH “IN”? AND CASH “ OUT” 


Considering the first function, if cash drawings and sales 
(in addition to ordinary cash expenditure) ,are properly 
recorded then balancing the cash account completes the 
picture. The client has declared his takings, and the 
accountant has exercised his skill ; the basic requirements 
have been satisfied. The client can safely sign his return 
form, unless he has indulged in calculated fraud. 

Nevertheless, it will often be found that large differences 
do arise. 

In the event of further expenditure being required to 
balance the account, it is not sufficient merely to add the 
necessary sum to drawings. The client must be consulted. 
He may be losing money through defalcations. He may be 
paying business expenses with cash and omitting to charge 
them. He may be overlooking some personal drawings. 
He may even be omitting sums recklessly from both sales 
and drawings. It is essential for the accountant to take 
hote of these possibilities, and to explore them with his 
client. If no progress is made, the balance must be charged 
to drawings, and a note of this made on the certificate or 
in the letter to the Inspector of Taxes, according to the 
circumstances. The point to remember is that whereas a 

nced cash account is a means of vouching the constitu- 
ent items, an unbalanced account is valueless. It is, prima 


facie, a contradiction of the figures declared by the client. 
Small differences must, of course, be accepted. 

If an addition to the debit of the cash account is required 
to effect a balance, should this be added to sales ? Again, 
a similar investigation must be conducted and similar 
information given to the Inspector of Taxes. Of course, if 
extraneous items are discovered which balance the account 
their omission must be regarded as an ordinary accounting 
error requiring no special comment. In no circumstances 
should the client’s statement of sales be amended materially 
without his knowledge and approval. The fact that a client 
agrees without adequate reason to an amount being added 
to sales does not help to prove the ultimate sales figure : it 
only proves its original inaccuracy. 

Frequently it is found that sales and expenses are 
recorded, but there is no reliable information about 
drawings. If all the business transactions are properly 
recorded it is difficult to see how far the client has failed to 
carry out his obligations. Providing he is prepared to stand 
by his records, then prima facie his figures should be 
accepted. Nevertheless, other facts may contradict him. 
The cash account may reveal, for example, no balance 
available for cash drawings. If the accountant does not 
enquire into the reason, but makes the position clear to the 
Inspector, then the Inspector will inevitably make the 
enquiry himself. The accountant is not being fair to his 
client if he fails to forestall such questions ; and in fact a 
totally unsatisfactory answer from the client may entitle 
the accountant to refuse to submit the accounts on the 
grounds that they are too shoddy to be put forward by a 
professional firm. There are times when the accountant 
must refuse to act on instructions from his client if he knows 
that to do so will be detrimental to the client’s interests. 
Refusal must, normally, take the form of ceasing to act. 

Where a client has a considerable private income which 
renders the reconciliation of a cash account extremely 
difficult, then it is reasonable to ensure that there is no 
excess cash introduced which cannot normally be covered 
by private income. In such cases, proper day-to-day 
records of cash received and paid are all the more necessary. 
The ultimate test is, again, the formal declaration by the 
client of his business receipts and payments. 
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FINDING THE SALES FIGURE 


it is necessary, now, to consider the case where a client has 
no record of sales, and these have to be calculated by 
building up a cash account. 

The position, legally, seems to be somewhat different 
from the first one. It is hardly true to say that the taxpayer 
has made a “ declaration ” of his sales. No doubt he has 
erred in failing to keep a record, but that is a different 
matter. If he gives all the relevant information which the 
accountant requests he can be absolved from some blame 
if inaccurate figures result. Clearly, the skill of the accoun- 
tant is an important factor, and the degree in which that 
skill is exercised is paramount. 

Everything will depend on arriving at a reasonable 
figure for cash drawings ; and, of course, details of any 
capital items paid by cash. In fairness to the client, he 
should not be allowed to use his imagination too freely in 
estimating his cost of living, in the mistaken—but common— 
belief that the higher the figure the lower his tax will be ! 
It is at this point that a client can usefully be trained to the 
idea that the accountant is concerned firstly with the facts, 
and secondly with their application to income tax principles. 

Now for a rapid survey of some difficulties common to 
both types of cash account. 

Never “ net” the drawings! If cash has been paid in 
from a private source amounting to (say) £300 and £400 
has been withdrawn in cash, it is unfair and misleading to 
show cash drawings as only £100. It can raise unnecessary 
doubts in the mind of the Inspector. The cash introduced 
should be shown as such. On this point, the possibility of 
' private cash being banked must always be the subject of 
an enquiry. Many clients hesitate to mention such items 
for fear of being taxed on them—although, in fact, the 
information may save them tax. In the same way, many 
cleints believe that they actually pay tax on capital expendi- 
ture, because such items involve an addition to the sales 
where sales are calculated by reference to the cash account. 

Black market ‘transactions are a continual source of 
trouble. If a client has paid (from takings) £500 in cash 
for making alterations to the premises, he is naturally chary 
of revealing the fact. He may genuinely believe that 
omission from both receipts and expenditure means that 
the net profit will still be accurate. Tactful mention of a 
possible omission of this kind, where the results seem 
inexplicable, will sometimes elicit the information. Clients 
are usually prepared to pay the tax on these profits pro- 
viding that there is no increased risk of prosecution. 

The cash account can be thrown hopelessly out of balance 
where a trader has over-sold his proper quota of goods and 
is afraid of letting the transactions appear in his books. 

Where cash cheques are drawn, but specifically marked 
as being for private use, it is, nevertheless, advisable to 
bring them into the general cash account. It is only by this 
means that one can see whether reasonable cash drawings 
have occurred. What is a reasonable figure cannot be 
judged by the accountant, but no one can ignore, for 
example, the drawing of £5 to pay the household expenses 
for a year. Nor could one pass, unquestioned, cash draw- 
ings of £500 if it were known that nearly the whole of this 
had been spent on some hobby not included in the cost of 
living. 
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Where a trader has two bank accounts, one for each of 
two sections of his trade, the cash account can become very 
complicated. He may, for example, pay into his “ number 
one ” bank account the net proceeds of “ A ” department, 
after having used some of the proceeds to effect purchases 
in “B” department, whose sales are paid into “ number 
two” account. Unless these activities are disentangled it js 
useless to try to analyse the gross profit figure. 

It is inadvisable to use the so-called “ total” cash 
account, that is, the cash account which incorporates all 
cash and bank transactions. This account will throw out a 
figure for drawings which is a net total of both cash and 
cheque items. It is possible that on dissection it will be seen 
that the drawings really consist of a large sum for cheque 
payments for private insurances and so on, off-set by an 
unexplained source of cash introduced. It is a most un- 
reliable account. 

The difficulty of explaining the cash account to his client 
is one of the major problems of the accountant. It should 
be attempted, in order to show the reason for the searching 
enquiries he has to make, and—more important—so that 
the client will be less likely to overlook vital information. 
One of the best methods is to picture the cash account as 
representing money passing into, and out of, a pocket or 
till. What goes in must come out, no more and no less, 
unless it remains as cash in hand. A demonstration with 
coins sometimes helps. — 

It is generally taken for granted that the type of cash 
account which is a summary of recorded recipts and pay- 
ments, and which balances exactly, is by far the best. But 
there is some room for doubt. Some clients can easily work 
out methods of getting round such accounts ; and in fact 
the regular balancing of the books points the way. On the 
other hand, a person who records his business transactions 
but makes no attempt to record his drawings or balance his 
cash, and whose cash account ultimately reveals a reason- 
able margin for drawings, may well be the more reliable. 


(To be continued) 


* ACCOUNTANCY ” 


Binders for Current Issues 


TEMPORARY. BINDERS TO HOLD UP TO TWELVE 
issues of ACCOUNTANCY are now on sale at the price 
of 12s. 6d. (by post 13s.) from the Society of 
Incorporated Accountants, Incorporated Accoun- 
tants’ Hall, Temple Place, Victoria Embankment, 
London, W.C.2. 


These binders are in green with gilt lettering. 
Each month’s issue as it is received is quickly filed 
in the binder and held in place by a steel rod, the 
whole opening like a book for reading. 

Permanent binding of the completed volume 
continues to be undertaken, and permanent 
binding cases supplied, by T. Whittingham & Co., 
Ltd., as stated in our issue for December, 1959, 
page 434- 
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Leaves from the Notebook of a Professional Accountant 


Fraud 


By ERNEST EVAN SPICER, F.c.a. 


EVERY PRACTISING ACCOUNTANT IS CONSTANTLY ON THE 
“look out” for fraud, but very seldom comes across it. 

This is due primarily to two causes. In the first place 
most people in this country are inherently honest, notwith- 
standing anything which the Rev. Stephen Collins and 
other righteous men may say to the contrary; and 
secondly, the system of internal check, in large and well- 
regulated concerns, is such as to render it unlikely—in the 
absence of collusion—for fraud to remain undetected for 
any length of time. 

It must be admitted, however, that there are still a few 
dishonest people in the world and that in the case of many 
of the smaller business houses it is quite impossible to 
institute anything approaching a “ watértight ” system of 
control. 

Thus the practising accountant can never relax his 
vigilance, but must ever assume, for his own protection, that 
fraud is “‘ winking ”’ at him round the corner. 

Many admirable articles have been written on the 
subject and it may appear superfluous, to some of our 
readers, to labour the matter further, by adding to their 
number. Our sole excuse for doing so lies in the fact that 
attention is given almost exclusively to the exploits of those 
who operate on the grand scale and who thereby command 
“front page ” publicity. 

Now, although these notable frauds are of great interest 
and importance to the practising accountant in a large way 
of business, they do not necessarily prove the most helpful 
form of illustration for the smaller practitioner. We propose, 
therefore, to confine our attention to the humbler forms of 
fraud which—paradoxical though it may seem—often 
cause greater heartburnings than do those of the more 
spectacular character. Let us never forget, however, when 
discussing cases involving fraud, whether they be great or 
small, that we are dealing with tragedy in one or other of its 
manifold allotropic embodiments. Touches of comedy and 
even of romance may occasionally present themselves, to 
relieve the prevailing gloom, but it is tragedy with which 
Wwe are concerned, all the time and all the way. 


The young practitioner, who successfully unravels a 
fraud, is apt to experience a sense of elation, which, though 
pleasing to his vanity, may nevertheless lead him into an 
indiscretion. A very natural desire that his astuteness 
should be recognised may cause him to seek out his client 
before his pulse has resumed its normal beat and before 
he has had time to don a black tie. 

The older practitioner will never be guilty of a psycho- 
logical crror of this nature. He will realise that a client who 


is the victim of fraud is likely to view matters through a 
somewhat jaundiced eye and to accept the discovery of the 
fraud very much as a matter of course. The accountant 
should thus suppress outwardly all trace of inward exalta- 
tion and assume a countenance expressive of sympathy 
rather than of satisfaction. He should remember when 
talking to his client that it is part of an auditor’s normal duty 
periodically to examine the system of internal check in 
operation and to report in writing regarding any weaknesses 
which may exist. More particularly should he do this in 
cases where it is impossible to institute a really efficient 
system owing to the smallness of the administrative staff. 

Thus, following the successful detection of a fraud, the 
auditor’s first action should be to acquaint himself with the 
circumstances which rendered the fraud possible; to 
ascertain why it had not been detected earlier, either by 
himself, or internally, under the system of control in force, 
and to ask himself cold-bloodedly and honestly whether he 
has, in any way, failed in his duty. He should also consider 
very carefully whether there is anything in any of the 
reports which he has submitted in the past, dealing with the 
system of internal check, which has a direct bearing on the 
case under consideration. 

By this time he will doubtless be in a proper frame of 
mind to discuss the fraud with his client and will be able to 
answer at least some of the questions which are likely to be 
addressed to him. 

It is at these moments that the supreme value of written 
reports on the system of internal control becomes apparent. 
A client will rarely admit having received oral warnings, 
and even when forced to acknowledge that a discussion did 
take place at a particular hour on a particular day, his 
recollection of what was said may differ surprisingly from 
the auditor’s notes, made—be it understood—on the very 
day of the interview. A written report, however, affords 
incontrovertible evidence, which may prove of the utmost 
importance to the auditor in the event of a charge of 
negligence being preferred. 

It is clear, therefore, that too much importance cannot be 
placed on these periodic reports, and obviously the more 
up-to-date they are, the greater will be their value. It must 
not be supposed, however, that they are written merely to 
relieve the auditor of responsibility. Their main object is to 
protect the client by reminding him that an audit does not 
necessarily guard him from loss by fraud, nor does it 
necessarily render certain the detection of fraud, which is 
actually being perpetrated. 

A weak system of internal check is a constant danger both 
to the client and to the auditor, and each—for his own 
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protection—should endeavour to strengthen it in every 
possible manner. Moreover, it should be subjected to 
constant review, and, where necessary, modified in the light 
of experience gained, to some extent, by a close study of the 
notable cases of fraud which from time to time are brought 
prominently to the attention of the public. 

The practising accountant should ever bear in mind that, 
were it possible to institute a perfect system of internal 
check, fraud, to all intents and purposes, would be 
eliminated. This, however, is Utopian, but the nearer he 
can bring the system to perfection, the less will be his 
chances of passing a fraud. He should also remember that 
an employee who sets out to defraud his firm usually 
endeavours to acquaint himself, as far as possible, with the 
exact scope of the audit. From this it follows that the 
auditor should not only vary the programme of work 
performed, but also should endeavour to avoid giving the 
employee valuable information, as a result of the system of 
** ticking ’’ adopted. 

It rarely happens, in an audit of any size, that every item 
is checked, but it is certainly undesirable that a dishonest 
employee should know, for a certainty, that only those 
items which are ticked have, in fact, been checked. The 
auditor should therefore adopt, to a limited extent, a 
system of checking without ticks and should inform his 
client of his reasons for so doing. 

There are some frauds which cannot be detected, save by 
some fortunate chance, owing to the weakness of the 
internal system of control, and it is not always easy to 
convince one’s client of this fact. Hence the importance of 
warning the client and in cases where such warnings are 
disregarded, of repudiating responsibility for any fraud 
which may, in consequence, take place. 

Let us take an example from our Notebook. 

In this particular case a firm of professional accountants 
were employed to write up the books dealing with the 
household expenditure of a well-known peer, who enter- 
tained largely. From the point of view of the accountants, 
the system adopted placed too much reliance on the 
honesty of the head servants and recommendations were 
made to tighten up the control. These, however, were 
rejected as likely to cause difficulties, and in consequence 
the accountants wrote stating that they could assume no 
responsibility for the accuracy of the prime records on which 
the final accounts were based. 


ILLUSTRATION ONE 
Afier leaving the university in the summer of the year 1897, 
Mr. Greatheart was articled to a firm of professional 
accountants in London, and one of the “‘ cases ”’ entrusted 
to his care, during the last year of his articles, was the 
writing up of the household accounts of the great and 
wealthy Lord Panbury of Ewick. 

At the beginning of each month, Mr. Greatheart 
presented himself at the house in Park Lane and received 
from the butler, the coachman, the chef and the aged 
housekeeper, their respective cash books, showing the 
amounts which each had received and disbursed during the 
preceding month. The cash payments were supported by 
receipted bills and tradesmen’s books, and the cash receipts 
were checked against the sums which Lady Panbury had 
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advanced during the month. The balance in hand or that 
over-spent was brought down, and cheques were drawn 
sufficient to provide each with a reasonable working 
* float.”” The total expenditure for the month was then 
analysed under appropriate headings and duly recorded by 
Mr. Greatheart in the household books of account. 

It was freely admitted by Lord Panbury that the system 
was theoretically faulty, but in practice it worked well, and 
as all the four servants in question had served the family for 
many years and were regarded as thoroughly trustworthy, 
it was decided not to effect any changes, notwithstanding 
the lack of internal check emphasised by the accountants, 

Mr. Greatheart carried out his arduous duties in his 
lordship’s study and punctually at one o’clock luncheon was 
served by the footman at a side table, under the eagle eye of 
Mr. Cole, the butler, who graciously took it upon himself to 
uncork, with appropriate ceremony, a bottle of very 
excellent claret. 

Now, on one exceptionally warm afternoon in the 
summer of the year 1900, Mr. Greatheart—having enjoyed 
a hearty lunch and demonstrated, in no unmistakable 
manner, his appreciation of the wine—experienced an 
unaccountable feeling of drowsiness, and fearing lest he 
might be discovered asleep in his chair, decided that a drive 
twice round the park, in a swift-moving hansom cab, would 
be the treatment which the doctor would recommend for 
his particular complaint. In order to justify the expense of 
the cab, and to provide a raison d’etre for any apparent 
dereliction of duty, in the event of the unexpected appear- 
ance in Park Lane of one of the partners of the firm, he 
slipped into his pocket a few of the coachman’s receipted 
accounts. 

Those who are old enough to remember that most 
delightful of all horse-drawn vehicles, the hansom cab, will 
not be surprised to learn that, after one single journey 
round the Park, Mr. Greatheart’s feeling of faintness, due 
to overwork, had completely disappeared, and instead of 
repeating the circular tour, he ordered the driver to 
proceed forthwith to the establishment of that well-known 
firm of corn chandlers, Messrs. S. Beddow & Sons. On 
arrival he informed Mr. Beddow that Lord Panbury had 
questioned the price charged for oats, which had risen 
somewhat steeply during recent months, and requested an 
explanation. In reply, Mr. Beddow stated that he had not 
the honour of serving his lordship, and when confronted 
with one of the receipted accounts, declared that it was 4 
bare-faced forgery. 

Mr. Greatheart thereupon returned to the office to 
report the discovery of the fraud to his firm, and on the 
following day, in the presence of Lord Panbury, interviewed 
the coachman. 

After some little hesitation a full confession was extracted 
from the guilty man. A_ brother-in-law, engaged in the 
printing trade, had supplied the headed account forms and 
Reynolds, the coachman, having filled them up with 
imaginary items, at full West End prices, while feeding the 
horses himself on the cheap, had pocketed the difference. 

Mr. Greatheart received the hearty congratulations of his 
firm, but did not deem it necessary to refer to the claret. 

Reynolds, the coachman, after receiving a_ severe 
“ dressing down” by Lord Panbury, was given a second 
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chance, in view of his long service with the family and the 
fact that in size and girth he rivalled the Lord Mayor’s 
coachman, a circumstance which was regarded as very 
important, while Mr. Greatheart was requested to “‘ keep 
his eye in the future on the stables,” whatever that might 
mean. 

Thus, from time to time, prior to taking luncheon, Mr. 
Greatheart visited the stables, chatted with the groom in 
charge, smelt the oats as he allowed them to trickle slowly 
through his fingers, examined the horses’ hoofs and went 
through the ritual normally followed by persons claiming 
a knowledge of horseflesh. 

On one such visit, he asked the groom, very casually, how 
many horses were still in London. The groom replied that 
the number was four and that the others had been sent 
down to Ewick some six weeks previously. 

Now Mr. Greatheart had that very day drawn a cheque 
in payment of the farrier’s account, and he remembered 
that there had been a charge for fitting 21 horseshoes 
during the second half of the preceding month. The 
question which puzzled him, therefore, was how 21 shoes 
could be attached to the legs of four horses in one week, 
and, being unable to solve the problem mathematically, 
he decided to interview the farrier. 

It was the blacksmith who had actually shod the horses 
who eventually provided the clue to the mystery, by 
remarking that perhaps Lord Panbury’s coachman had 
borrowed one or two of the horses that he had brought in 
to be shod from the milkman and had received privately 
some consideration for his courtesy. 

Thus, for the second time within a space of four months, 
Reynolds, the coachman, was—by lucky chance—detected 
in fraud, and although Lady Panbury pleaded on his 
behalf with her husband, emphasising the impossibility of 
finding another coachman who could carry, with such 
conviction in the park, so vast an extent of waistcoat, Lord 
Panbury decided that an example, however painful, must 
be made, and in consequence Reynolds was dismissed 
forthwith, without a character. 

In dealing with cases of fraud, the young practitioner 
should bear in mind that whereas it is easy to accuse a man 
of fraud, it is by no means so easy to prove the man guilty 
and obtain a conviction in a court of law. Our criminal 
laws are exceedingly tender towards the wrongdoer, and not 
only is he invariably given the benefit of any possible doubt, 
but he may, though obviously guilty, escape punishment 
as a result of some legal technicality. Moreover, an 
accusation which cannot be proved may result in heavy 
damages against the party making the accusation. 

Let us choose a few examples to illustrate the truth of 
these weighty words of friendly advice. 


ILLUSTRATION TWO 
The old and trusted manager of a small and prosperous 
Private limited company unhappily developed heart 
trouble at the comparatively early age of 57, and it became 
evident to the directors that if his life was to be prolonged 
would be necessary for him to take matters very much 
More easily in the future than he had done in the past, and 
therefore he was asked whether he could find an experienced 
assistant, whom he could trust, and who could, under his 


general supervision, take over the main burden of the 
management, thus enabling him to regulate his activities 
strictly in accordance with medical advice. : 

These arrangements were made and for two years 
everything ran very smoothly. The assistant manager did 
all in his power to.relieve the manager of anxiety and very 
rapidly acquired an intimate knowledge of the business. 
In fact, so loyally did he apparently perform his duties that 
on the death of the manager the directors did not hesitate 
to appoint him to fill the vacancy and to extend to him the 
same wholehearted confidence which they had reposed in 
his predecessor. 

But, “ alas for the innate sinfulness of the seekers after 
the mammon of unrighteousness,” as remarked by the 
Rev. Stephen Collins, when the facts in the case were 
brought to his attention. 

From the very day of the old manager’s death, his 
successor embarked on a series of frauds, involving fictitious 
purchases, wage manipulations, false returns inwards, etc., 
all of which were rendered possible owing to the inevitable 
lack of internal check. These frauds remained undetected 
for nearly three years and were only discovered as a result 
of certain investigations, conducted with great assiduity by 
the chairman of the company personally. 

The directors regarded the breach of trust as so flagrant 
that a prosecution was deemed essential in the public 
interest, and in due course the manager found himself in 
the dock at Quarter Sessions. 

The main witness for the prosecution was the chairman, 
since he was the only director who had taken any really 
active steps in unravelling the fraud, and he gave his 
evidence in chief in a very quiet, restrained and convincing 
manner. 

Counsel for the defence then rose to cross-examine, and 
the first request he made was to see the minute of the 
directors, authorising the prosecution by the company. 
The minute book was produced and Counsel’s attention was 
directed to page 179 thereof. The chairman was then asked 
how many directors were needed to form a quorum. 

Now, the chairman remembered that only he and one of 
his fellow directors with the secretary had been present at 
the meeting in question, and so without a moment’s hesita- 
tion and in all good faith he answered that the number was 
two. 

Counsel then started laboriously to examine the minute 
book, page by page, in an endeavour to find a resolution on 
the matter. Failing in his search, he enquired of the 
chairman what Table A had to say on the matter. 

The chairman, having spent the bulk of his life as an 
officer in the Indian Army, knew no more about Table A 
than he did about the co-efficient of brass, and appealed 
to the learned judge for an explanation. The judge, how- 
ever, ruled that a sufficient amount of time had already 
been wasted on the matter, and as no copy of Table A could 
be found in the Court, the evidence of the chairman on the 
point must be accepted as correct. 

The trial thereupon proceeded, and in due course a 
verdict of “ guilty ” was recorded, and the manager was 
sentenced to six months’ imprisonment, with hard labour. 

On the journey back to London, Mr. Greatheart, who 
had been a silent spectator throughout the proceedings, 
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informed the chairman that on page 1 of the minute book 
there was a resolution to the effect that any three directors 
would form a quorum. 

The learned Counsel had scrutinised every page of the 
minute book with the exception of the first. Had he chanced 
to have examined that page, the whole case would have 
collapsed on the technicality that the resolution to prosecute 
was invalid. 


Let us now take another example from our Notebook to 
illustrate how dangerous it may be to accuse a man of 
wrongdoing, however certain one may be of his guilt, 
unless one has all the evidence needed to prove that guilt 
in a Court of Justice. 

The case which we have chosen does not deal with a class 
of fraud which normally an auditor can be expected to 
detect, because secret commissions do not pass directly 
through the books of account. It must be remembered, 
however, that an employee who accepts a bribe is morally, 
if not legally, as guilty of fraud as is the man who robs the 
till. He is, in fact, stealing his principal’s money, because 
whatever he receives illicitly in this manner will—sooner 
or later—be added to the price, or deducted from the 
quality of the goods purchased. . 

Usually, these frauds can only be detected, if at all, by 
those who have an intimate knowledge of the particular 
business, such as an auditor cannot hope to possess, and 
even so, success usually depends on some lucky chance. 
Nevertheless, an auditor will act wisely if occasionally he 
reminds his client of the risks involved under this heading. 

By so doing, he will demonstrate the fact that he is no 
mere “‘ blue ticker.” He will also thereby strengthen the 
system of internal check by directing his clients’ attention 
to a form of fraud which only they, by constant vigilance, 
can hope to prevent. 

It is hardly necessary to remark that if a fraud of this 
nature be suspected and the auditor is consulted as to the 
best course to adopt, he should refuse to act, save in close 
co-operation with the company.s legal advisers. This does 
not mean that he should be a silent spectator and allow his 
imagination to run to seed. The professional accountant 
should never play “ second fiddle ” but should always be 
in the “ limelight.” It means that he should take no 
important step without the full approval of the lawyers 
—and he does this for his own protection. 


ILLUSTRATION THREE 

The directors of a great multiple store had collected what 
they deemed to be conclusive evidence that their chief 
buyer had accepted substantial secret commissions, and so 
certain were they that this was the case that they summoned 
him to the board-room, and after closely questioning him 
for nearly two hours, informed him that they could reach 
no other conclusion than that he had betrayed his trust and 
accepted bribes. 

The man, of course, denied the charge and when asked 
to explain how it came about that he was able to spend 
money so freely and to live so extravagantly on his salary 
and commission, replied that he had discovered a system of 
betting which had proved highly successful and which had 
added materially to his cash resources. 
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’ by reference to the totalisator records. 


He was then asked to produce his bank pass-book, but 
this, at first, he steadily refused to do, remarking that his 
private affairs had nothing whatever to do with the 
company, whom he served. Eventually, under what 
amounted to a threat of criminal proceedings, he agreed, 
very reluctantly, to submit his pass-book. 

An examination of this disclosed that substantia] sums 
had been paid into the account, apart altogether from his 
normal salary and commission, and bearing in mind all the 
circumstances, the directors decided that while they would 
refrain from prosecuting, they could no longer continue his 
employment. They therefore informed him that his 
service agreement would be cancelled and that they would 
pay him in full settlement, three months’ salary in lieu of 
notice and a fixed sum of £250 on account of commission, 

This offer was indignantly refused and in due course the 
buyer started an action against the company for wrongful 
dismissal and claiming heavy damages for defamation of 
character. 

In the course of his evidence he produced his betting cash 
book, together with detailed records of all his betting 
transactions from the start, which statements had been 
prepared and audited at the appropriate dates by a well- 
known firm of professional accountants. 

All the bets were made with the totalisator, and at the 
end of each day’s racing, instead of cashing his winnings in 
the ordinary way, he obtained from the totalisator a 
cheque, made payable to his order and crossed “ Account 
Payee only, Axminster Bank, Ltd. Not Negotiable,” 
avoiding in this manner all risk of being robbed of a large 
number of £1 notes. 

He was thus able to show exactly what bets he had made 
on each day’s racing, and exactly how much he had made 
on each race, and finally he was able to prove that the 
amounts paid into his account—apart from small sums 
representing net winnings on comparatively unlucky days— 
were represented by cheques issued to him personally by the 
totalisator. Even the small sums of cash paid into the bank 
were fully explained in the cash book and could be vouched 


His evidence—which was fully supported by the pro 
fessional accountant—was so exact and the statements 
submitted were so detailed and so clear, that all cros 
examination proved unavailing and in the end the buyer 
won his action and was awarded substantial damages. 

And yet, in spite of all the evidence, the buyer was 4 
guilty of having accepted bribes as Wainewright, the poet 
was guilty of having murdered Helen Abercrombie 
because she had very thick ankles. 

What perhaps was even more remarkable was that he had 
never, throughout his whole life, made a bet either witha 
bookmaker or with the totalisator. 

These facts came to light some years after the death of the 
buyer (who was killed in a railway accident on the Com 
tinent), thus enabling us, at long last, to reveal the truth, 
the whole truth and nothing but the truth about this 
strange Case. 5 

The buyer was a man of intelligence who held the view 
that an individual who embarks on a course of actiol 
condemned by honest men should assume—right from the 
start—that sooner or later he will most assuredly be caught 
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napping. He decided, therefore, that he must always have 
a complete answer to any charge of accepting bribes and 
that successful betting on the totalisator, provided it could 
be supported by cast-iron evidence, constituted the most 
convincing and satisfactory way of accounting for a rapid 
accession of wealth. 

He recognised that he must act with caution and be 
prepared to spend a little money if necessary to ensure the 
best results and thus adopted the following procedure. 

All bribes, which he accepted—and he only accepted 
large ones—were, of course, paid in £1 notes. Armed with 
these notes, he went “ to the dogs.” He made the acquaint- 
ance of a man who willingly agreed, for a small considera- 
tion, to buy up winning tickets from people waiting their 
turn in the queue to collect their winnings at the totalisator, 
and in this manner was able to convert his £1 notes into 
winning tickets of an equivalent value. All he lost by the 
transaction was the small commission paid to his “ friend ” 
of doubtful morality, who knew better than to worry his head 
about the intricacies of high finance. 

Having collected the requisite number of winning tickets 
on the various races, and having made very careful and 
exact notes regarding the names of the dogs running and 
the dividends paid out by the totalisator in respect of the 
winners, he exchanged the tickets for a cheque drawn to his 
order and crossed, and, on the following day, paid it into 
his account with the Axminster Bank, Lombard Street. 

Periodically, with the object of giving a touch of artistry 

to his imaginary betting transactions, he paid into the bank 
small sums in cash, entering into his betting cash book a 
series of winnings, less losses, which equalled the cash paid 
in, 
He never took the smallest risk in any of these matters 
and he avoided every form of short cut. He never entered 
the name of a dog in his cash book, which had won or lost 
on a day when he was not actually present to watch the 
race, and he took great pains to be in a position to prove by 
outside evidence that he had in fact been “ to the dogs ”’ on 
every day that a record of a win or a loss appeared in his 
cash book. 

His records showed that he had started betting in a small 
way and had only gradually increased his operations. This 
was done purposely to avoid any difficulty in having to 
explain how he had come by the initial capital to enable 
him to start betting heavily. Later, he made a point of 
carrying on his person a reasonably large sum in £1 notes, 
0 rendered unnecessary frequent withdrawals from the 


Altogether he exercised such care and foresight that he 
was able eventually to turn the tables on the company with 
whom he had been employed ; deceive a Court of Justice 
into awarding him a substantial sum by way of non- 
taxable damages ; and finally so to “ fox ” a reputable firm 
of professional accountants as to convince them that the 
detailed statements of betting transactions, which from time 
to time they had prepared from the buyer’s records, checked 
with the official records of the totalisator and certified, were, 
in fact, true and correct summaries of betting activities, 
Which actually never took place. 

The employment of professional accountants from the 
very start of the operations to enable the buyer to prove a 


falsehood at any time, in case of need, was unquestionably 
a “touch.” At any rate, it completely knocked the 
directors of the company off their balance when they got to 
know about it, and it certainly went far to convince the 
Court. 

There was another “ touch ” which should not be over- 
looked. The buyer recognised full well that if the suspicions 
of the directors regarding his honesty were at any time 
aroused, his future with the company would become 
impossible. His object, therefore, in such circumstances, 
must be to force the directors to accuse him of dishonesty 
and to dismiss him from their service, so that he might be in 
a position to bring an action against the company for 
defamation of character, and to succeed as a result of his 
carefully worked out alibi. He wanted the directors, 
therefore, to demand the production of his pass-book, but 
obviously it would have been inartistic to comply with their 
wishes (which coincided with his own) too quickly. The 
indignant refusal, which was his first apparent reaction to 
the proposal, constituted the second noteworthy “ touch.” 

Do not these subtle and delicate “ touches ” raise to the 
sublime, actions which otherwise might appear merely 
coarse, sordid and vulgar ? 


Our next example is introduced to illustrate the fact that 
when dealing with cases involving fraud secrecy is all- 
important. 

As “ Women, generally speaking, are generally speaking,” 
it is perhaps safer to employ strong silent men as far as 
possible. More particularly is this important where fraud 
is suspected, and tests are being tried out with the object of 
obtaining proof. In such a case a misplaced word, a loosely- 
worded letter or an incautious move may result in far- 
reaching and terrible repercussions. All hasty decisions 
should be avoided, and legal advice should be sought before 
any definite action is taken. 

The particular example which we have selected is 
certainly unusual in that everything turns up bewitchingly 
at the end like Mrs. Grundy’s nose. Moreover, comedy, 
tragedy and romance are all beautifully blended and all the 
actors in the little drama live happily ever afterwards. 

How differently the story might have ended ! There are 
some to whom even now the mere thought of what might 
have been, produces a sensation of excruciating mental 
torture. 


Well may it be said, with apologies to Dr. Johnson : 
It left a dream, at which the Board grew pale, 
To point a moral or adorn a tale. 


ILLUSTRATION FOUR 
Some years ago Mr. Greatheart was asked by his friend 
Mr. George Osborn whether he could recommend a 
suitable person to take the place of his private secretary, 
who was leaving to get married. Now, by a curious 
coincidence, the actuary of the insurance company, of 
which Mr. Greatheart was a director, had, that very 
morning, spoken to him about his sister, who was seeking 
such an appointment. The lady in question, by name Miss 
Laura McIntyre, was a graduate of London University ; 
had qualified as a Chartered Secretary ; spoke French 
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fluently and was an expert shorthand-typist. She was 32 
years of age, attractive looking, but not dangerously 
beautiful, and altogether it seemed as if Providence had 
ordained that she should become the private secretary to 
George Osborn, Esq., chairman of Osborn Bros., Ltd., the 
wholesale paper merchants of Upper Thames Street, 
London, with branch houses in all the leading cities of 
England and Scotland. 

An interview was accordingly arranged, at which Mrs. 
George Osborn (who held strong views regarding private 
secretaries) was present, and in due course, with her full 
approval, Miss McIntyre was informed that she could start 
her duties at the commencement of the following month. 
The appointment proved a great success and for nearly a 
year Mr. Greatheart could never meet Mr. Osborn without 
having to listen to enthusiastic eulogies regarding Miss 
McIntyre’s amazing tact, unusual abilities and _ strict 
attention to business. In fact, so overwhelming was his 
praise, that Mr. Greatheart could not help wondering 
whether Mrs. George Osborn’s judgment of secretaries in 
general and Miss McIntyre in particular, had not, on this 
occasion, proved faulty. 

And then, one morning towards the latter part of 
September, Mr. Greatheart received an urgent summons to 
attend a special board meeting of the directors of Osborn 
Bros., Ltd., at the office of the company in Upper Thames 
Street. Mr. Osborn opened the proceedings by informing 
Mr. Greatheart that for some months past some of them had 
felt doubtful regarding the honesty of Mr. Wilfrid Summer- 
haven, the manager of their Manchester branch, and in 
consequence it had been decided that Mr. Cullross, the 
director primarily responsible for the Northern branches, 
should visit Manchester and Liverpool before proceeding 
to Edinburgh and Glasgow. This had been arranged,-and 
during the past six weeks Mr. Cullross had conducted a 
very close investigation into the stock records and other 
matters connected with the company’s business without, 
however, in any way arousing the suspicions of the manager. 

In the meanwhile, he, Mr. Osborn, assisted by two of the 
junior directors of the company, had worked out a some- 
what elaborate scheme, in the nature of a trap, which they 
thought might be tried out, with the object of testing the 
manager’s honesty, should Mr. Cullross deem such a course 
desirable. Without waiting to receive from Mr. Cullross his 
official report on the investigation, which he had been 
conducting, they had dispatched this highly confidential 
document by registered post the previous afternoon, but, as 
a result of an unaccountable lapse on the part of Miss 
McIntyre, the envelope had been addressed, not to Mr. 
Cullross as intended, but to the manager. This dreadful 
mistake had been discovered by Miss McIntyre herself and 
immediately reported by her to Mr. Osborn. 

She had woken up in the middle of the night with the 
uncomfortable thought that she might have misdirected the 
envelope, and an examination of the postage book that 
morning had confirmed her worst fears. 

Another circumstance, which, though highly satisfactory 
from one point of view, in no way relieved the general 
embarrassment, was the receipt that morning of the official 
report from Mr. Cullross. He had been able to satisfy 
himself completely regarding all the matters which had 
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been raised, and which had created suspicion in their 
minds, and had convinced himself beyond all possible doubt 
regarding the absolute honesty of their manager. 


Such was the story to which Mr. Greatheart listened on 
the morning of Thursday, September 17, and the advice 
which he gave was that Mr. and Mrs. Osborn should 
withdraw to Eastbourne for a long week-end, and that they 
should all meet again on the following Tuesday morning, 
by which time they might be in a position to formulate a 
plan of action. He suggested that, if, in the meanwhile, 
Mr. Summerhaven came up to London, Miss McIntyre 
should explain that the chairman had been called away on 
urgent business and would not be back in town before the 
middle of the following week. He emphasised the fact that 
the legal position was extremely delicate and that it would 
be essential to consult -with Mr. Crawley, the solicitor, and 
later to seek the guidance of learned Counsel. 

Thus, the meeting closed on a note of melancholy 
apprehension and Mr. Osborn left for Eastbourne, feeling 
more like a criminal fleeing from justice than the chairman 
of a highly respected and prosperous company. 

Now, Mr. Summerhaven, the manager of the Manchester 
branch of Osborn Bros., Ltd., had received the incriminat- 
ing document by the first post on the Thursday morning 
and his feelings on perusing it may very easily be imagined. 
At any rate, he caught the 10.15 a.m. train to London and 
early that afternoon found himself at the head office of the 
company in Upper Thames Street. He was received, as 
arranged, by Miss McIntyre in her room next to that 
occupied by the chairman, and the interview lasted for 
more than 3} hours. There was a further long interview 
the next morning and even then, instead of returning to 
Manchester for the week-end, he decided to remain in 
London. 

On the Tuesday morning, Mr. Osborn, looking pale and 
haggard, entered his office at 9.30 a.m. precisely and was 
met by Miss McIntyre, who handed him a bulky foolscap 
envelope, which Mr. Summerhaven had left with her on the 
previous Friday, with the request that it was not to be 
forwarded, but was to be deposited in the safe pending the 
chairman’s return to the City. 

Fully five minutes elapsed before Mr. Osborn could 
summon up the courage to break the red seal, but when he 
did so he read as follows : 


GerorceE Ossorn, EsQ., 
23a, Upper Thames Street, 
Lonpon, E.C. 


September 18. 


Sir, 
The enclosed document reached me in Manchester yesterday 
morning, the 17th instant. 

As, however, it was clearly addressed to me in error, I hasten 
to return it to you herewith. 

It is, I hope, unnecessary for me to state that I have no 
retained a copy of the document. 

I beg to remain, Sir, 
Your obedient servant, 
WiLrrip SUMMERHAVEN. 


Mr. Osborn’s reaction, on reading this letter, was quite 
remarkable for a man of his unbending and puritani 
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character. He experienced a strong desire to dance round 
the room and simultaneously to chant the doxology. 
Restraining this unseemly impulse with an effort, he rang 
the bell for Miss McIntyre, and assuming as stern a visage 
as his feelings of thankfulness would permit, asked her 
whether she was acquainted with the contents of the 
envelope which she had handed to him. With a slightly 
fushed countenance she replied in the affirmative, but 
when urged to give a detailed account of the interviews 
which she had had with Mr. Summerhaven, remarked that 
she had purposely avoided taking any notes. All that she 
could be persuaded to say further was that Mr. Summer- 
haven had unhesitatingly accepted her very definite 
assurance that the directors no longer doubted his absolute 
honesty and that for the rest, he had acted as she would 
expect any true gentleman to act in similar circumstances. 

When Mr. Greatheart and Mr. Crawley arrived shortly 
following this conversation and were informed of the totally 
unexpected development which had arisen, the question 
was raised as to what action the directors should take. 
The majority of those present, were in favour of offering 
Mr. Summerhaven a cheque for a substantial sum, but Mr. 
Greatheart advised otherwise. 

He argued that a man who had refrained from taking 
advantage of an opportunity so unparalleled, would resent 
any offer of money, and suggested that a frank and manly 
apology by the chairman would constitute the only immedi- 
ate reward that would prove completely acceptable. 

A holograph letter was thereupon written by the chair- 
man to Mr. Summerhaven, asking that gentleman to meet 
him on Thursday, the 24th, at 12 noon of the clock. 

As he was leaving the office, Mr. Greatheart asked Mr. 
Osborn’s permission to discuss this very interesting case 
with Miss McIntyre on some future occasion, should a 
suitable opportunity present itself, as he felt there was 
perhaps more in it than met the eye. This permission was 
readily granted and about a month later Mr. Greatheart 
found himself chatting with Miss McIntyre over a friendly 
cup of tea in her cosy little office in Upper Thames Street. 
It is unnecessary to dwell on the conversation which ensued, 
except to recall one little feminine outburst on the part of 
Miss McIntyre in reply to a seemingly innocent remark, 
thrown out at a venture by Mr. Greatheart : 


“ Of course he was very angry with them. They suspected him 
of being a thief and naturally he was very indignant, but that 
does not justify you in suggesting that he ever thought, for one 
second, of trying to blackmail them. Do you seriously suggest, 
Mr. Greatheart, that I would consent to marry a man who 
could sink so low ? 

Oh my gracious, what have I said ?” 


Another form of fraud, which is often difficult and some- 
times impossible for an auditor to detect in cases where the 
system of internal check is weak, is that known as “ Teeming 
and Lading.” 

These frauds involve the use of money received from one 
‘et of debtors to make good cash received from other 
debtors, which has been misappropriated. Constant 
adjustment as between various debtor accounts is thus 
inevitable, if the fraud is to remain undetected, and this is 
4 state of affairs which should be rendered impossible in 


cases where an efficient system of internal control is in 
operation. ; 

Loose-leaf ledgers often provide a valuable aid to the 
wrongdoer in this class of fraud, and the auditor should 
therefore endeavour to see that there is a strict control on 
the issue, from stock, of the loose leaves. 

In practice, teeming and lading frauds must eventually 
be discovered internally, because, like systems of gambling 
which involve ever-increasing stakes, a limit is reached 
beyond which the system cannot easily be extended. In the 
meanwhile, however, the aggregate amount misappro- 
priated may be considerable. 

Another danger against which an auditor should attempt 
to protect himself is the fraudulent use of chemical ink 
erasers, whereby the dates on documents may be altered, thus 
enabling them to be used as vouchers in support of fraudu- 
lent cash payments. The only effective safeguard against 
such frauds is the use of a machine, which perforates the 
date of payment, and thus prevents an improper second use 
of the voucher. 

The accounts of charitable institutions offer considerable 
scope for making the contribution of one anonymous donor 
serve as an acknowledgement of similar contributions 
received from other anonymous donors. This is a form of 
“ teeming and lading ” and it is often necessary to suggest 
very special precautionary measures to guard against such 

uds. 

Let us select from our Notebook a simple example which 
illustrates the above remarks. 

It causes us very deep distress to be forced to choose a case 
involving the misappropriation of ecclesiastical funds, but 
we have searched in vain for an equally convincing example ° 
dealing with the misappropriation of secular funds. 


ILLUSTRATION FIVE 
The Rev. Stephen Collins was often heard to remark that 
whereas financially his labours were inadequately rewarded, 
spiritually they had been abundantly blessed. 

He was wont to point, with undiluted thankfulness, to a 
small band of zealous lay-workers, headed by Mr. and Mrs. 
Samuel Bergler, who were ever ready and eager to perform 
tasks calculated to lighten the heavy burden carried by their 
dear vicar. Mr. Bergler in particular was regarded by Mr. 
Collins as a shining example of the ideal parishioner. 
Amongst other positions, he occupied that of treasurer of 
the church, and the enthusiasm with which he carried out 
his arduous duties won for him the wholehearted praise, 
not only of Mr. Collins, but also of the churchwardens. 
His accounts were prepared with meticulous care and at 
the end of each year were audited by Sir Ambrose Whiting 
prior to submission to the parochial church council. 

Apart from the main church account, there were numer- 
ous other subsidiary accounts, including the Church 
Restoration Fund, the Organ Fund, the Sunday 
School Fund, the Pew Rent Fund, the Church 
Missionary Fund, the Clergy Stipend Augmentation Fund, 
the Winter Relief Fund and several others. Each fund was 
a self-contained unit with a separate banking account, 
cash book, petty cash book, counterfoil receipt book, etc. 
The books were written up by Mr. Bergler in his best 
copperplate handwriting, and everything possible was done 
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to simplify the work of the auditor, Sir Ambrose Whiting. 

In fact, so easily and quickly did that gentleman com- 
plete the work, that he took the very next opportunity of 
informing Mr. Greatheart that in his opinion auditing was 
mere child’s play and that he was convinced that it must 
be far more profitable than banking. He enquired of Mr. 
Greatheart whether by any chance he was on the look-out for 
a young and energetic articled clerk, not more than 75 years 
of age, and, if so, what premium he would charge! In 
reply Mr. Greatheart congratulated him warmly on the 
rapidity with which, apparently, he had mastered the whole 
science of accounting, and stated that he would dearly like 
to be afforded an opportunity of studying his methods, at 
close quarters, on the occasion of the next audit of the 
church accounts. Sir Ambrose smilingly promised to give 
him this unique opportunity (realising that he would 
thereby be relieved of much tedious detail work) but 
suggested that neither Mr. Collins nor Mr. Bergler should 
be informed of this arrangement beforehand, as Mr. 
Greatheart was not a persona grata with either of the 
gentlemen. : 

Ten months later Mr. Greatheart received a brief note 
from Sir Ambrose stating that he would expect to meet him 
at the house of Mr. Bergler on the following Thursday 
morning at 9.30 a.m. of the clock. 

It is unnecessary to describe the elaborate programme of 
work which Sir Ambrose had drawn up and which was 
duly carried out. Everything, as usual, appeared to be 
perfectly in order and he had actually taken up his pen to 
append his signature as auditor to the various accounts, 
when Mr. Greatheart remarked that he would like to count 
the aggregate cash in hand on all the accounts, which, if 
his arithmetic were not faulty, amounted to £274 18s. 2d. 
Poor Mr. Bergler went white to his very collar stud, but 
pulling himself together with a supreme effort, said that he 
had produced the cash once and was quite certain that a 
gentleman of the standing of Sir Ambrose Whiting would 
not wish to trouble him to bring up all the separate petty 
cash boxes a second time from the safe on the ground floor. 
Mr. Greatheart replied to this little outburst by reminding 
him that the maximum sum in cash which they had counted 
at any one time, was £34 8s. 4d., and as £274 18s. 2d. was 
a somewhat large sum for Mr. Bergler to retain overnight 
in the house, he, at any rate, would like to satisfy himself 
that it was still intact. Sir Ambrose acquiesced, adding that 
the cash must be regarded as a single unit and checked as 
such. 

Eventually Mr. Bergler had to admit that there was a 
grave shortage, and falling on his knees, begged Sir Ambrose 
not to ruin an unfortunate man who had found himself 
temporarily in financial difficulties. All the cash he could 
produce amounted to £37 2s. 8d., including a somewhat 
worn half-crown dated 1878, which Mr. Greatheart had 
noted very particularly as forming part of the balance 
contained in no less than seven of the individual petty cash 
boxes which had been produced for their inspection. 

This fact alone had convinced him that a substantial 
amount of cash had been misappropriated. 

Mr. Greatheart then asked Mr. Bergler whether he had 
robbed the church of any further money, a question which 
occasioned a second outburst on the part of the unhappy 
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man, and which even Sir Ambrose regarded as 


unnecessarily cruel in the circumstances. Mr. Greatheart, - 
however, produced from his pocket case five receipts for nibs 
anonymous gifts of £1 each, and requested to be shown the me 
particular counterfoil receipt book from which they had f° 
been detached, and which had not been produced to ther, oe 
while conducting their audit. “s 

At first Mr. Bergler declared that they were forgeries and — 
that he had never seen the money, but when Mr. Great. W 
heart informed him that these sums had been contributed, iets 
at his suggestion, many months previously by five of his J pars 
friends, with a specifie request that they should be entered ion 
in the list of donations as “‘ anonymous contributions,” and JJ ou) 
when, moreover, he produced the actual envelopes in ary 
which the receipts had been enclosed, bearing the names of J forth 
his five friends in his, Mr. Bergler’s, own handwriting, the J mb 
guilty man collapsed for a second time. Notwithstandi of th 
the admission of guilt, it was some time before Mr. Bergler HJ pyn 
could be persuaded to produce the special counterfoil J jj; 0 
receipt book which he kept specially for the benefit of J 19 jj 
persons who contributed suitable sums anonymously. § pyer 
When, however, at long last he did so, it became immedi- J pure 
ately apparent that he had indulged in this form of petty suspi 
fraud over a long period of years. AR 

Mr. Greatheart then stated that he would retain all the J anq | 
vouchers and all the various cash books, including that Jf perm 
dealing with the pew rents, so that he might subject them J whit 
to further scrutiny and analysis. This further examination J the ¢ 
of the cash books revealed the interesting and illuminating JJ pynd 
fact that several of the payments alleged to have been made He 
during the current year were identical in amount with @ },. | 
similar payments made during the preceding year, and & \.., 
enquiries at the shops in question established the fact that & ),. pr 
the dates originally placed on the receipts had very cleverly sugge 
been altered by means of chemical ink erasers to enable the J jp, 
vouchers to be used a second time. by tl 

On the occasion of the preceding year’s audit Sir Ambrose 
had merely used an ordinary lead pencil for purposes 0 
ticking. 

The pew rent cash book also revealed irregularities going 
back several years. 

Most of the regular church members paid their pew rents 
either quarterly or half-yearly and to save them the trouble 
of sending the money by post, special envelopes wert 
provided and placed in the pews, on the appropriate dates. # —— 
The envelopes were then dropped into a special offertory 
box, placed conveniently near the church door, and 
collected by the treasurer. ANOTE 

In order to test whether Mr. Bergler had accounted forall MB hibitio 
the pew rents actually received, Mr. Greatheart arranged JM ance 
for a printed slip to be sent to each seatholder in the name known 
of Sir Ambrose Whiting, marked “‘ For purposes of audit * offi 

n thi 


only,” asking them to state : 


(a) The amount of the annual pew rent payable— 
(6). Whether payable quarterly or half-yearly— 
(c) The date when the last payment was made, 


with the further request that the slip, when filled in, should 

be returned to him in the enclosed stamped envelope. 
From the information thus obtained, Mr. Greatheart wa 

able to prepare a complete pew rent register, and a com 
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parison of this with the pew rent cash book revealed that 
a number of those who actually paid quarterly, were 
entered in the cash book as paying half-yearly only, and 
only half of the total amount received from these individuals 
was accounted for by Mr. Bergler. There was, of course, no 
fxed pew rent, the principle adopted being to extract the 
biggest sum possible from each seatholder. The individual 
amounts paid therefore varied considerably. 

When the Rev. Stephen Collins was informed that 
iegularities had been discovered, he could not credit his 
ears, and though terribly shocked at the very thought of any 
shortage in the cash, refused to believe that Mr. Bergler 
could be guilty not only of fraud, but worse still of sacrilege, 
and was convinced that a satisfactory explanation would be 
forthcoming. When, however, he was told that the fraud 
embraced not only the main church accounts and several 
of the subsidiary funds (including the Church Missionary 
Fund) but also the Pew Rent Fund, which formed part of 
his own stipendiary emoluments, his righteous wrath knew 
no limits and he insisted that Mr. Bergler should be handed 
over forthwith to the regulators of the law. He also mur- 
mured something, which sounded to Mr. Greatheart 
suspiciously like “ liability of the auditor.” 

After Mr. Greatheart had completed his investigation 
and had ascertained, as accurately as circumstances would 
permit, the full extent of the defalcations, Sir Ambrose 
Whiting handed over a cheque for the full amount, with 
the exception of that portion applicable to the Pew Rent 
Fund. 

He resigned his position as auditor and at the meeting of 
the parochial church council, proposed a resolution 
whereby in future the church accounts should be audited 
by professional accountants at a fee to be agreed. He further 
suggested that Mr. Greatheart should be asked to undertake 
the work, and although the resolution was bitterly opposed 
by the Rev. Stephen Collins, who exhibited unusual 


warmth on this occasion, it was carried by a substantial 
majority. 

As he was leaving the church hall, Sir Ambrose whispered 
to Mr. Greatheart that he no longer experienced any 
desire to be articled to him. 


It may be asked how it came about that Mr. Greatheart 
had requested each of his five friends to send a donation of 
£1 for the Church Missionary Fund, to be recorded in the 
printed list of donations as an anonymous contribution. 

It was, of course, a shot in the dark, which on this 
occasion hit the mark. Mr. Greatheart argued that, at any 
rate, it was a cheap way of testing Mr. Bergler’s honesty in 
the handling of £1 notes. 

To be perfectly frank, Mr. Greatheart had never liked 
Mr. Bergler, who was reputed to suffer from dyspepsia and 
a catarrhal infection of the throat. He regarded him as a 
sanctimonious hypocrite, with a red nose and a gin and 
bitters cough. 


And so we come to the end of another chapter. 

If we have succeeded in convincing the young and 
inexperienced practitioner that the first duty of an auditor 
is to study the system of internal check, our object has been 
fulfilled. If, on the contrary, we have merely bored our 
readers with our constant re-iteration of the truism, we bow 
our heads in shame and accept the verdict of Cicero that : 


“Old age is by nature somewhat talkative.” 


Let us by all means cultivate a sense of proportion and 
end as we began, by admitting that fraud is rare and that 
honest actions do not normally constitute “‘ news.” 

If we suspect all men of being rogues because one dis- 
honest man has robbed us, we shall be following in the 
footsteps of the Rev. Stephen Collins, who nowadays finds : 


Tongues in trees, books in the running brooks, 
Sermons in stones and Fraup in everything. 


Business Efficiency on Show 


ANOTHER Business Erricrency Ex- 
hibition, organised by the Office Appli- 


Two points must be made at the 
outset. Firstly, in seeing a demonstra- 
ton, particularly of new equipment, 
!n€ tends to lose oneself in the fascina- 
ion of what the machine can do—but 


[Contributed | 


a prospective purchaser must continu- 
ally think of the practical and economic 
usefulness of the equipment in his own 
organisation. Machines are not yet 
the panacea to all accounting and office 
problems. Secondly, we add with 
regret that enthusiastic admiration for 
all that is shown is still often tempered 
by disappointment at the delivery 
dates offered with much of the equip- 
ment. But this is no fault of the 
manufacturers. yO, 

Among exhibits concerned with office 
organisation generally, one of the most 


interesting was the Burroughs microfilm 
apparatus, which enables any kind of 
record or document, limited to 22 in. 
in width but of unlimited length, to be 
filmed for permanent photographic 
preservation. Normally, three pieces of 
equipment are necessary, the “ Re- 
corder,” which if required will record 
both sides of adocumentsimultaneously, 
the “ Processor” and the “ Reader.” 
The “ Reader,” incidentally, can 
quickly and simply produce a facsimile 
reproduction of any document once 
filmed. It is not, however, necessary to 
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purchase all three pieces of equipment; 
the company will undertake all filming 
and processing, and if this work is 
passed to them it is necessary to install 
only the “ Reader.” When one is told 
that 24,000 3-inch cheques can be 
filmed on one roll of 16mm. 100 feet 
long, and that this roll takes the same 
storage space as an average cigarette 
packet, the potentialities of the equip- 
ment for the larger concern are 
apparent. Also on the Burroughs stand 
was a new model of their typewriter 
multiplying accounting machine. Its 
main new feature is the “ multiplying 
factor to print ’—on the extension of a 
new balance the multiplying factor 
prints simultaneously with the product, 
making it a _ particularly suitable 
machine for stores accounting. 

Many kinds of office equipment 
demand heavy capital outlay, and it was 
therefore pleasing to note the considera- 
tion given to inexpensive models for 
the smaller office, such as the Neopost 
cheque-writing machine and_ their 
postal-franking machine, suitable for 
an office posting little more than a 
dozen letters a day; the portable 
Olivetti typewriter (weight 8 lb. 2 0z.); 
the Block and Anderson miniature address- 
ing equipment, costing under six 
pounds; the same company’s portable 
adding machine; the Anson manual, but 
quickly operated, P.A.Y.E. machine; 
the coin counting and sorting machines 
of the International Coin Counting Machine 
Company; and so on. 

When examining _book-keeping- 
accounting machines, one is conscious 
of the efforts of manufacturers to make 
their machines pleasing to the eye. 
These efforts have been particularly 
successful in, for example, the Remington 
** Foremost ” and the National “ Class 
31” machines. More attractive appear- 
ance may not increase the efficiency of 
the machine itself, but students of 
psychology may rightly claim that it 
improves operator performance. In- 
creased flexibility is another charac- 
teristic of the new accounting machines, 
and there is not one book-keeping 
operation which they cannot efficiently 
undertake, with the possible exception 
of invoice analysis. The National 
“Class 31” is a completely new 
product. It is a highly automatic, 
multi-purpose, ten-register machine 
with an electrified typewriter keyboard 
and fluid-drive carriage; the last two 
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features usefully complement the pleas- 
ant and comparatively simple machine 
operation. Correction of errors is 
facilitated by the use of a reverse entry 
key. This reverses the operation of 
registers from adding to subtracting, 
and vice versa, so that the effect of an 
incorrect posting can easily be elimi- 
nated from the appropriate registers. 

In the field of punched-card account- 
ing, improved and new machines 
continue to appear on all makers’ 
stands. But to a casual observer it 
seems that some of the developments 
while of engineering brilliance are of 
even more limited application to the 
business world in general than some of 
the punched-card machines previously 
on the market. Admittedly, however, 
for larger scale statistical and analytical 
work, they have no equal. 


One of the most interesting exhibits 
was the Powers-Samas tape-card punch, 
which brings nearer the prospect of the 
simultaneous recording of transactions 
at two separated points. In this case, 
information is passed from one centre 
to another, enabling a card containing 
that information automatically and 
simultaneously to be punched. One 
presumably has to wait for the era of 
electronics before the actual prime 
records are prepared simultaneously at 
the source and at a central accounting 
point. In the Powers-Samas equipment, 
a special teleprinter at one office 
transmits details of the transactions to 
a teleprinter at the centre, the receiving 
teleprinter simultaneously creating per- 
forated tape, which is fed into the tape- 
card punch. This translates the per- 
forations on the tape into punches on 
cards, which are then available for 
sorting and tabulating. Alternatively, 
the perforated tape may be produced at 
the transmitting office. Also on the 
Powers-Samas stand is a new sales 
recorder which simultaneously issues 
sale tickets, prepares a summary strip 
and punches the information into a 
card. 


A good example of the flexibility of 
punched-card machines is provided by 
the Hollerith wages machine which, once 
the gross wage has been punched into 
a card, will automatically compute the 
net wage payable without reference to 
tax tables and without using a master 
card. Apart from the gross wages card, 
two other cards are necessary for the 


tax summary and standard deductions 
of each employee. 

All the makers of punc hed-card 
equipment demonstrate machine 
which will translate pencil markings on 
a card into corresponding punched 
holes on the same card. There is q 
limitation on their practical use in their 
being restricted in capacity to 4 
27-column card. 

This year, International Business Mach 
ines (1.B.M.), well known in America, 
was exhibiting for the first time at the 
exhibition. The company showed time. 
recording, indicating and signalling 
equipment, electric typewriters and a 
wide range of punched-card equipment. 
The electronic calculating punch was 
particularly interesting. Its speed in 
performing almost any kind of calcula. 
tion is limited only by that at which the 
results can be punched in a card—but 
the punching is done at the rate of 100 
cards a minute! 

It is important to realise that 
mechanisation is not the only way of 
increasing office efficiency, and it was 
pleasing to note the improved filing and 
indexing equipment of Shannon, Kalama- 
z00, Roneo, to mention but a few names; 
the improved duplicating, addressing, 
copying, dictating and _ recording 
machines of all the well-known makers; 
better carbon paper; skilfully designed 
office furniture ( Tan-Sad is a conspicuous 
exhibitor), time-control and _ time 
recording equipment; and safes to defy 
the most skilful and well-equipped 
** unauthorised opener.” 


Account Books at the South Bank 
Exhibition 

Spicers, Lid., have long been famous for quarter 
bound, half-bound and full-bound account 
books. The company submitted four specimens 
of full-bound books for approval for the 195! 
stock list of the Festival of Britain and these wer 
accepted. One book exhibited at the Exhibition 
is designed to last approximately 25 years. Is 
binding consists of full buff basil with double 
bands of Anglo-Russia leather, vellum laced. 
Each section is strengthened with linen. It s 
hand sewn with special cord, has five strips of 
strong leather round the back and covers mate 
of special mill boards. The paper is an all-rg 
ledger. The three other books which have beet 
accepted are equally handsome. One, ® 
foolscap folio size, is fully bound in buckram, 
has basil bands top and bottom and azure lai 
ledger paper, and is ruled single ledger. 
Another, of demy folio size, is in red-diced bas 
with azure laid ledger paper ruled feint 4% 
double cash. The fourth, also of demy folio sizé, 
is fully bound in moleskin with under bands 

is of azure laid ledger paper ruled double cas 
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The Society’s Dublin Conference 


—_—_ 


A CONFERENCE OF INCORPORATED Ac- 
countants was held last month in 
Dublin at the invitation of the Irish 
Branch of the Society, and happily 
coincided with the fiftieth anniversary 
celebrations of the Branch. 

Members assembled on the morning 
of June 13 at the Mansion House, where 
they were received by the President of 
the Society of Incorporated Accoun- 
tants, Mr. C. Percy Barrowcliff and 
Mrs. Barrowcliff, and by the President 
of the Irish Branch, Mr. Mervyn Bell, 
and Mrs. Bell. The Conference was 
formally opened by the Lord Mayor 
of Dublin (Alderman P. Belton) and 
the President. 

The Irish Branch entertained the 
members at a luncheon at the Gresham 
Hotel. 

In the afternoon the Department of 
External Affairs held a reception at 
Iveagh House for members attending 
the Conference. 

The first day’s proceedings were 
pleasantly concluded by a special 
performance at the Gate Theatre of 
The Director, by L. A. G. Strong. ; 

On June 14 and 15, during the 
morning sessions when papers were 
presented, dress shows were held for 
ladies at Brown, Thomas & Co. 
Luncheon on June 14 was by invitation 
of the Belfast District Society at the 
Gresham Hotel. In the afternoons 
visits were arranged to Phoenix Park 
and Zoological Gardens, Guinness’s 
Brewery, and Powerscourt House. In 
the golf competition the best gross prize 
was won by Mr. J. P. Brodie, the best 
net prize by Mr. H. V. Lennox, and 
second prize by Mr. H. Bell. An un- 
official outing at the Castle Golf Club 
was also much enjoyed. 

The banquet held on June 14 is 
reported on pages 283-5. 

A supper-dance at the Metropole 
on June 15 marked the conclusion of 
the Conference programme, but for 
members staying on in Dublin 
additional arrangements were made for 
Saturday, June 16. These included a 
“sit to Glendalough and a tour of 
Trinity College, Dublin. 

Incorporated Accountants and guests 
from al! parts of the United Kingdom, 


Ireland, and overseas attended the 
Conference. The thanks of all are due 
to the President, Mr. Mervyn Bell, 
and Council of the Irish Branch, and 
particularly to the Secretary, Mr. John 
Love, for the admirable arrangements 
which ‘resulted in so memorable and 
enjoyable a sojourn in Dublin. 


Papers Presented 


Government Policy in Relation to the Economic 
Development in the Republic of Ireland 


Mr. W. L. White, F.s.a.a., Vice-President 
of the Irish Branch, presented the first 
paper on June 14. He traced the policy of 
the Government of Ireland in economic 
matters since 1922. At that time industry 
was at a very low ebb, agriculture was 
reduced mainly to grazing, and there was 
a constant and serious drain by emigration 
of the younger generation. 

Protective duties, introduced experiment- 
ally on five classes of goods in 1924, were 
progressively extended in order to foster 
Irish industries and largely to eliminate 
foreign competition. The average numbers 
engaged in industry increased from 103,000 
in 1926 to 206,000 in 1949. Taxation had 
been somewhat lower than in Britain, 
but this was partly offset by the British 
initial allowances and higher rates of wear 
and tear. 

Government-sponsored and _ financed 
companies showed remarkable progress. 
Mr. White traced the history and expansion 
of the Electricity Supply Board, the Irish 
Shipping, Ltd., and the Irish Sugar Co., 
Ltd. 

Agriculture must continue to be the main 
industry of the Republic, and the Govern- 
ment had announced plans for drainage 
and reafforestation. 


The Presentation of Directors’ Reports and 

Statements of Accounts 
Mr. J. Drennan Radcliffe, F.s.A.A., M.COM.SC., 
introduced his paper on financial statements 
by a brief reference to their history from the 
simple balance sheet of Johann Gottlieb of 
Nuremberg in 1531. 

Mr. Radcliffe reminded his audience that 
the Companies Act, 1948, did not apply to 
any part of Ireland. In the Republic of 
Ireland the Companies Acts of 1908 to 1917 
were still in force, and in Northern Ireland 
the relevant statute was the Companies 
Act (Northern Ireland), 1932, which was 
based on the Act of 1929 as enacted in 
Great Britain. But the 1948 Act had already 


exercised some influence over the presenta- 
tion of accounts in both parts of the country, 
and in Northern Ireland a new Bill was in 
preparation. 

The 1948 Act was intended to ensure 
disclosure of the current financial position, 
to produce a figure of “‘ normal ”’ profit, and 
to show how the profit was disposed of to 
taxation, reserves and dividend. 

The report and accounts were presented 
for, and should be intelligible to, laymen 
who were for the most part unversed in 
accounts. Comments by experts were 
illuminating; but if much of this illumina- 
tion was needed to lighten the layman’s 
darkness, the accounts had failed in their 
main purpose. 

The shareholders’ interest was obvious, 
and members of the public were interested 
as potential shareholders. Dangerous mis- 
conceptions among employees might be 
cleared away if published reports and 
accounts showed in unambiguous language 
the shares of government, labour and 
capital in the gross product of industry and 
trade. 

The study of social accounting by 
economists and statisticians might be helped 
by greater uniformity and by reference to 
the effects of rising prices and taxation. 

There was a body of opinion that dis- 
closure of trading information was harmful 
to the company and helpful to competitors. 
But the Management Accounting team that 
visited the U.S.A. in 1950 showed that 
there, through the influence of the Securi- 
ties and Exchange Commission, the publica- 
tion of sales information had become 
general. 


Private Enterprise or Socialism ? 

Senator Edward A. McGuire, in his 
address, described Socialism as a system of 
social and economic organisation which 
would concentrate under the State the chief 
activities of human life. It sought to 
nationalise all the chief means of produc- 
tion, distribution and exchange. Private 
property would be regarded as based on 
concession by the State. 

The workings of the private enterprise 
system in the past had frequently violated 
social justice. This, however, was not the 
fault of the system but of its abuse. Private 
enterprise should be preserved, but the evils 
of exaggerated individualism must be 
eliminated. The efforts of Government 
should be directed to a widespread distribu- 
tion of private ownership with all its rights 
and responsibilities. 


Profit and Loss . 


We hope to reproduce in our next issue the 
paper on “ Profit and Loss” by Mr. 
Bertram Nelson, F.s.a.a., Vice-President of 
the Society of Incorporated Accountants. 
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Taxation 


a ee Op) eee AP 
7 é 


IT sEEMS THAT SOME UNDERWRITERS ARE 
worried about the increase in the rate 
of Profits Tax, and readers may like to 
examine some specimen computations 
of the effect of entering into the 
arrangements provided by Section 50 
and the Tenth Schedule, Finance Act, 


1949. 

An underwriter who joins the 
arrangement may pay annually into a 
trust fund or funds personal to himself, 
known as the Special Reserve Fund, 
such sum in each year as he decides, 
provided that the gross equivalent 
thereof does not exceed 25 per cent. of 
his underwriting profits or £1,500, 
whichever is less. Any losses made 
thereafter will be met out of the 
capital of his fund. 

For sur-tax purposes, the gross 
amount paid is regarded as an annual 
payment deductible in arriving at total 
income. The gross amount of any 
amount used to offset a loss is regarded 
as income for sur-tax purposes (the 
net equivalent only being paid out of 
the fund into the premiums trust fund). 
If a claim is made under Section 34, 
Income Tax Act, 1918, it will, of 
course,. offset the amount so treated as 
income; alternatively, the loss may be 
carried forward. 


If the underwriter resigns from 
Lloyd’s the gross equivalent of the 
balance on his special reserve fund not 
needed to meet losses will be liable to 
sur-tax for his last year as an under- 
writer. If he dies while an underwriter, 
there will be no liability for sur-tax, 
only for estate duty. 

An underwriter joining the arrange- 
ment, in return for relief from sur-tax, 
becomes liable to Profits Tax on his 
underwriting profits, but a deduction is 
allowed for remuneration of the greater 
of £2,500 or 15 per cent. of the profits 
(maximum deduction £15,000). The 
profits include investment income from 
his premiums trust fund, his special 
reserve fund(s) and any other fund 
required or authorised by the rules of 
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LLOYD’S UNDERWRITERS AND SPECIAL RESERVES 


Illustration (1) 


No other income. Underwriting profit including liable investment income, 


£15,000. No franked investment income. 


Profits £15,000 
Remuneration 2,500 
£12,500 


Maximum transfer to Special Reserve Fund £1,500 gross, or £787 10s. actual cash, 
Gross (and Net) Relevant Distribution £12,500 — £1,500 — Profits Tax 


Profits Tax (P) £12,500 at 10% = £1,250 
+ (£12,500 — £1,500 — P) at 40% = £4,400 — 4P 
, 10 
10P= £56,500 — 4P 
14P = £56,500 
= £4,036 
G.R.D.= £11,000 — £4,036 = £6,964 
Proof: £12,500 at 50% = £6,250 
N.R.D. 6,964. 
£52536 at 40% 2,214 
P.T. £4,036 
Sur-tax on wis _ £15,000 £4,462 10 oO 
Less Transfer as ... £1,500 
i on w. , 4,036 
5536 
Sur-tax on one ae £9,464 1,986 10 oO 
Reduction in Sur-tax £2,476 0 oO 
P.T. payable £4,036 0 0 
Less Saving in Income Tax 1,917 2 0 
2,118 18 o 
Reduction in taxation £357 2 0 


It therefore enables the underwriter to place to reserve a sum that will offset 
a loss of £1,500 in future at a cost in net income of £787 10s. — £357 23. 0 


£430 8s. 


Had he had other income of (a) £5,000 or (6) £20,000 the figures would be 


respectively: bi 
(2) (6) 
Sur-tax on ... .. £20,000= £6,962 10 0 £35,000 = £14,462 10 0 
ee + £14,464= 4,207 18 o £29,464 = 11,694 10 ° 
2,754 12 0 2,768 0 0 
P.T. less I.T. me 2,118 18 o 2,118 18 0 
£649 2 ° 


Saving in tax £635 14 0 
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In other words, where the income is over £20,000 in any case, the Fund costs 


him practically nothing! Here, the difference between (a) and (5) is £536 (the 
amount by which £14,464 falls short of £15,000, the turning point in rates) 


at 6d. = £13 8s. 


Illustration (2) 


Sole income, underwriting £355294 
Deduct Salary 15% 5,294 
£30,000 
£30,000 at 50% £15,000 
N.R.D. 18,214 
£11,786 at 40% 4,714 
iy A £10,286 
Sur-tax on ‘an aia £35294 £14,609 10 oO 
P.T. £10,286 
Transfer 1,500 
11,786 
Sur-tax on 23,508 8,716 10 oO 
(£11,786 at 10s.) 5,893 0 oO 
«ee _ £10,286 o o 
Less 1.T. 4,885 17 0 5.400 3 O 
£492 17 0 
Illustration (3) 
Underwriting Income less remuneration of 
£2,500 £4,500 
“ Franked Investment In- 
come £500 No other income 
4,500 
Abatement —— x £1,400.= 1,260 
5,000 — 
3,240 at 50% = £1,620 
3,240 
NR.D. —— x (£4,500 — £1,500 — £875) = 1,377 
5,000 — 
1,863 at 40% = 745 
P.T. 875 
Sur-tax on ... oe £7,500 £1,275 0 0 
Transfer and P.T. 2,375 
Sur-tax on £55125 546 17 6 
728 2 6 
eT. £875 0 0 
Less 1.T. 41512 6 459 7 6 
£268 15 0 


Lloyd’s or required by the underwriting 
agent to be kept in connection with the 
business. The usual rules apply as to 


abatement, franked investment in- 
come, etc. Profits Tax is allowable for 
income tax and sur-tax purposes. 

Underwriters elected before April 6, 
1922, are assessed on the “ conven- 
tional” basis, i.e. the profits of any 
year are deemed to be profits of the 
year two years later in which they are 
finally determined. 

Those elected after April 5, 1922, are 
assessed on the “‘ legal ” basis, i.e. the 
profits of the underwriting year, despite 
the fact that the account is kept open 
for three years. 

The first profits liable to Profits Tax 
are those for the chargeable accounting 
period beginning January 1, 1949, 
which on the conventional basis will 
be the 1947 underwriting account, but 
on the legal basis, the 1949 account. 
If notice is given to join the scheme 
later, however, the charge is postponed 
accordingly. 

It appears that there is always a 
saving except perhaps in a year where a 
loss on farming or some other business 
was considerable and wiped out other 
income. If it ever came to the point 
that it was decided the fund was big 
enough, the underwriter could drop 
out of the arrangement. He could not 
withdraw his fund, but there would be 
no Profits Tax thereafter. 

It may be as well to emphasise the 
“timing” of the tax. If the under- 
writer is on the “‘legal”’ basis, and in the 
arrangement, his underwriting account 
1949 finishes in 1951. As soon as the 
results are known, there will be com- 
puted the Profits Tax for the year 1949 
The “ profits” (less Profits Tax) form 
the basis of assessment for 1950-51, and 
there must be added the investment 
income for 1950-51 to include in the 
total income for sur-tax purposes 
1950-51. The tax is payable when 


assessed, and, as will be seen, is always 


a long way behind the normal due 
dates. 

In the illustrations, the investment 
income of the year of assessment 
is assumed to be the same as that for 
the previous (Profits Tax) year, and it 
is also assumed that there apply the 
new rates of Profits Tax, standard rate 
at gs. 6d., and sur-tax at 1951-52 
rates. 
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Taxation Notes 


Husband and Wife—Apportionment 
of Allowances 


IN EXTENSION OF OUR NOTE UNDER THIS 
title in the April issue (page 142), we 
now learn that it is the official view that 
the appropriate allowances are to be 
apportioned on the basis of incomes 
before deduction of annual payments. 
This can give rise to the peculiar 
situation that the husband or wife may 
be entitled to deduct from annual 
charges more than his or her share of the 
joint tax. 

The restriction of the earned income 
relief should be noted; since annual 
charges exceed the unearned income, 
the excess must come out of earned 


Illustration: Year 1950-51 


Total 
Earned Income £1,800 
Unearned Income 100 
1,900 
Annual charges 600 
£1,300 
Earned Income ... £1,800 
E.I.A. 1,000 : 800 ... 260 
1,540 
Unearned 100 
1,640 
P.A. 180 
Addl. 110 
Chdn. 120 
(856 : 784) 410 
Life Assurance 50 460 
1,180 
£100 at 2/6 (856 :.784) £12 10 0 
£400 at 5/- “ 100 0 O 
£680 at g/- - 306 0 oO 
£418 10 oO 
Recoupable from 
annual charges = 
£600 atg/- ... 270 0 O 
Tax borne £148 10 oO 
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income, and the taxpayer is entitled to 
allowances only against the income he 
enjoys. 


The Tucker Committee—Basis of 
Assessment 


The system that appeared to the Tucker 
Committee to offer the best prospect of 
a solution of the problem of an 
“actual” basis of assessment under 
Schedule D, Cases I and II, but: was 
rejected after examination, was that 
where provisional assessments would be 
made during each year of assessment, 
to be adjusted to the final figures when 
these became known. Bearing in mind 
that most assessments are not on 


Husband Wife 
£1,000 £800 
~- 100 
1,000 goo 
600 
£1,000 £300 
£1,000 £800 
144 116 
856 684 
100 
856 784 
£214 £196 
10 224 40 236 
632 548 
£52 £610 o £48 £6 00 
209 52 5 O I91 47 15 0 
371 166 19 0 309 139 I O 
£225 14 0 £ig2 16 o 
270 0 O 
£225 14 0 Minus £77 4 0 


companies, but on _ individuals or 
partnership of individuals, it remains 
necessary under our present scheme of 
taxation to ascertain the income of 
years of assessment, not of accounting 
periods, in order that personal relief 
may be given and sur-tax charged, 
Accounts would therefore have to be 
split to “marry” them to years of 
assessment. 

The main disadvantage appears to 
be the lack of finality; there would 
always be one year, and often two, the 
liability for which would necessarily 
remain undetermined. Moreover, the 
running adjustments would often be 
complicated. As an example is cited 
the case of a man whose wife has income 
and where separate assessment has been 
claimed! For each year of assessment 
the calculations would have to be done 
at least twice and often three times for 
every individual owner of a business, 
including each partner in the case of 
firms. 

The saving in work because of the 
disappearance of some of the anomalies 
and complications of the present system 
would not nearly balance the tremen- 
dous: amount of additional work. 


In Appendix B to the Report are 


reproduced a number of examples - 


showing in hypothetical cases the 
nature of the calculations that would 
be required. 

The Committee concluded that the 
introduction of such a system would 
leave the vast majority of owners of 
businesses even more bewildered by 
their income tax obligations than they 
may be to-day. 


Profits Tax—Increases of Dividend 


The two changes in the rate of Profits 
Tax, one on October 1, 1949, and the 
other on January 1, 1951, have made 
it necessary to regard increases of 
dividend with suspicion. In the first 
instance, if an accounting period 
began before the end of September, 
1949, and the total of the dividends 
assignable to that period exceeded the 
“ governing total,” any such dividends 
declared after September 26, 1949 (the 
date the increase was announced) are 
to the extent of the excess excluded 
from the gross relevant distributions for 
the chargeable accounting — period 
(C.A.P.) to which they would other- 


wise be assignable and included as 4 
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distribution of the C.A.P. beginning on 
October 1, 1949, or of that in which 
they are paid, whichever is later. 
Similar provisions are to apply to 
dividends declared after April 10, 1951, 
and assignable to an accounting period 
beginning before the end of the year 
1950. 

“The governing total in each case is 
the total of the dividends assignable to 
the immediately preceding accounting 
period, but allowing for increased 
capital except where the increase is a 
result of capitalisation of profits. 


Illustration 

A company making up accounts to 
June 30 in each year paid in October, 
1948, and October, 1949, dividends of 
10 per cent. for the years to June 30, 
1948 and 1949, respectively. In Octo- 
ber, 1950, it paid 12} per cent. for the 
year to June 30, 1950, and in October, 
1951, a similar rate of dividend for the 
year to June 30, 1951. 
The share capital was origin- 


ally “ee ed ... £20,000 
There was issued for cash in 
March, 1949 10,000° 


£30,000 

And in January, 1950, bonus 
shates were issued out of 
capitalised profits 15,000 


£45,000 
Year to: June 30, 1949 
Dividend paid: 10 per cent. on £30,000 
= £3,000. 
Governing Total: 10 per cent. 
£30,000 = £3,000. 
Excess: Nil. 


Year to: June 30, 1950. 
Dividend paid: 124 per cent. on £45,000 


on 


= £5,625. 
Governing Total: 10 per cent. on 
£30,000 = £3,000. 


Excess: £2,625, 


Tear to: June 30, 1951. 

Dividend paid: 124 per cent. on £45,000 
= £5,625. 

Governing Total: 12} per cent. on 


£45,000 = £5,625. 
Excess: nil. 


The governing total for the year to 
June 30, 1951, is that for the year to 
June 30, 1950, and the bonus shares 
Were not issued “since”? that year. 
They must therefore be included, so as 


to compare like with like. They were 
ignored in the governing total for the 
year to June 30, 1950. 

The increase in capital in the year to 
June 30, 1949, must be reflected in the 
governing total for that year; although 
only £2,000 was paid in the year to 
June 30, 1948, that is increased propor- 
tionately to arrive at the governing 
total. 

Theexcess of £2,625 is agrossrelevant 
distribution of the C.A.P. July 1, 1950, 
to December 31, 1950. 


Age Relief 
The treatment of building society 


Illustration (1) 
Bachelors over 65, 1950/51. 
Tax 

Taxed Interest .. £400 £180 o 
Untaxed interest _ 
Building society interest 50 

| 450 
Age allowance £90 


|) aor ea 50 
P.A. 5 110 


— 250 — 320 
200 130 
£50 at 2/6 = £6 5 0 £50 at2/6= £6 5 o 
£150 at 5/- = 37 10 oO £80 at5/- = 20 0 Oo 
nt ama ae 43 15 0 26 5 o 
Repayable £136 5 o £18 15 oO 
The repayment to A is made up of: 
Age Allowance £90 
P.A. 110 
£200 atg/- = £90 0 o 
Reduced Rate .. £50 at 6/6 = 16 5 0 
150 at 4/- = 30 0 Oo 
£136 5 0 
That to B: 
Reduced Rate £50 at6/= £16 5 o 
80 at 4/- = 16 00 
32.5 0 
Less Untaxed Interest £230 
Less Age and P.A, 200 
£30 ato/- = 13 10 0 
£18 15 0 


In other words, the building society interest is ignored except to the extent 


that it increases the age allowance. 


' 


interest is always a point that raises 
doubts, particularly where marginal 
age relief applies. It is well to remember 
that, though no tax is repayable on 
building society interest, there is in 
effect an exception to this rule in that 
tax is repayable on the age relief 
provided that enough tax has been 
paid on other income to cover the 
repayment. 

It does not seem that Clause 19 (2) (0) 
of the Finance Bill is intended to alter 
existing practice. 


The position can best be explained by 
illustration. 


B Tax 
0 £i0oo £45 0 0 

230 
120 
450 

£90 

120 

110 
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Illustration (2) 
Married, over 65, 1950-51. 


Interest 
B.S.I. 


Margin 


Age Allowance 
B.S.I. 


£50 at 2/6 = 
£90 at 5/- = 


Repay 


This is made up of the a 
Age allowance - 
P.A. 


Reduced Rate 


Less Tax on margin at excess over 9/- 
ie. 12/6 — 9/- = 3/6 


PA. ate test) ve a 


Tax 
£450 £202 10 oO 
530 
30 £18 15 0 
500 
360 
£140 
£6 5 0 
22 10 oO 
28 15 0 
47 10 oO 
£155 0 O 
£100 
180 
£280 at g/- = £126 0 Oo 
£50 at 6/6 = 165 0 
go at 4/- = 18 0 Oo 
160 5 Oo 
° 5 5 0 


£155 0 0 


While considering this topic, it is useful to note that where all the 
income is unearned, the repayment due in marginal cases in respect of age 


allowance can be arrived at as follows: 


1950/51 1951/52 
Age allowance on £500 is £100 atgo/-= £45 0 0 atg/6= £47 10 oO 
Liability on excess is at the rate of 12/6 in 
the £, or exceeds the standard 7 by 3/6in the £ 3/- in the £ 
The net relief is therefore , ‘ £45 0 O £47 10 0 
Less tax on the excess over £500 at 3/6 in the £ 3/- in the £ 


If there is earned income, of course, it is unwise to attempt short cuts ! 


The Tucker Committee and the 
Osler v. Hall (17 T.C. 68) Decision 
The Committee regarded the main 
requirements of any satisfactory scheme 
dealing with the assessment of partner- 
ship, as these: 

(a2) Notwithstanding any change in the 
constitution of the firm or in the 
basis of allocation of profits between 
the partners, no partner should be 
treated for tax purposes as entitled to 
an amount of profits substantially 


() 


(¢) 


different from that to which he is in 
fact entitled. 


The scheme must provide a satis-_ 


factory basis of dividing all income, 
whether chargeable on the preceding 
year basis or on “ actual.” 


On a change in constitution of a 
firm, the continuing parties should 
not be deprived of the right to carry 
forward losses or capital allowances 
unrelieved by reason of insufficiency 
of profits. 


(d) Limitation of opportunities fo, 
avoidance. 


Their conclusions were that: 


(a) The present basis of allocation be 
preserved (i.e. by reference to the 
agreed division of profits in the year 
of assessment). 

(6) On a change in constitution, the 
cessation and commencement pro- 
visions should apply unless the old 
and new partners elect to continue 
on the preceding year basis. (This 
is a reversal of the existing law.) The 
agreement of the representatives of a 
deceased partner should no longer be 
needed. 

(c) Whether notice is given or not, 
partners should be allowed to carry 
forward their share of unrelieved 
losses and capital allowances. 

(d) Ona change in allocation of profits, 
the cessation provisions to apply if, 
but only if, there is a formal dis- 
solution in writing followed by 
creation of a new firm, and written 
notice to the Inland Revenue. 

(e) Any additional liability arising from 
the application of the cessation pro- 
visions should be enforceable on the 
persons who were members of the 
firm during the relevant years, not- 
withstanding that there may have 
been another change in those years 
to which the cessation provisions did 


not apply. 

Assume the following facts: 

Year ended 

December 31 Partners 
1949 £6,500 A and B 
1950 £8,000 © A and B 
195! £12,000 A and B 
1952 £3,000 A, B and C 
1953 £5,000 B, C and D 


On the first change, December, 1951, no 
notice is given to have cessation provisions 
applied; on the second change, December, 
1952, notice is given. 

Assessments: 

1950/51 £6,500 on A and B. 

1951/52 £8,000, apportioned under Rule 
g between the two firms: 

3 x £8,000 = £6,000 on A 

and B. 
+ x £8,000 = £2,000 on A, 
B and C. 

Being the penultimate year of A, 
B and C, their portion is it- 
creased to “ actual” if more, 
but as “ actual ” is } x £3,000 
= £750, the original asse* 
ment stands. 

“Actual” (cessation) }% 
£3,000 = £2,250 on A, B 
Cc 


1952/53 


** Actual ” (new) } x £5,000= 
£1,250 on B, C and D. 
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1953/54 First year, £5,000. 
1954/55 Preceding year, £5,000. 

Under the proposals, the assessments 
would become: 

1950/51 Increased to $ x £8,000 + } X 
£12,000 = £9,000 on A and B 

1951/52 Increased to: $ X £12,000 = 
£9,000 on A and B. 

The assessments on A, B and C would not 
be affected. 

The effect of claims on the “ continu- 
ance ” basis would give these results: 
1950/51 £6,500 on A and B. 

1951/52 £8,000, split £6,000 on A and B. 
£2,000 on A, B and C. 
£12,000, split £9,000 on A, B 

and C, £3,000 on B, C and D. 
1953/54 £3,000 on B, C and D. 

1954/55 £5,000 on B, C and D. 


1952/53 


Student’s Tax Columns—Profits 
Tax 

On page 190 in our May issue, among 
the exemptions from Profits Tax are 
mentioned certain undertakings in the 
special areas. We now learn that, 
although Section 19 (7), Finance Act, 
1937 (which gave the exemption) has 
not been formally repealed, it has been 
inoperative for some years and no 
further cases can possibly arise. It will 
be noted that in the new loose-leaf 
edition of The Profits Tax Acts, issued by 
H.M. Stationery Office, the sub- 
section in question is omitted, indicat- 
ing that it is no longer applicable. 


Estate Duty—Advances to Minors 


We are informed by the Board of Inland 
Revenue that they are advised that the 
reference in Section 44 (2) of the Fin- 
ance Act, 1950, to a beneficiary’s “ pre- 
sumptive share or interest ” is a refer- 
ence to the share or interest to which 
the beneficiary is prospectively entitled 
upon the facts existing at the time of 
making each advance. A power of 
appointment which may affect a pros- 
pective share or interest is accordingly 
to be ignored until the share or interest 
is in fact varied by an appointment and 
thereafter the extent of the presumptive 
share will depend on the terms of the 
appointment. 

The Board are further advised that 
trustees are relieved by Section 44 (2) 
of the Act from accountability for 
Estate Duty in respect of advances 
made to a beneficiary not of full age 
whose interest is totally defeated by the 


exercise of a power of appointment, 
unless the total amount of the advances 
made to that beneficiary exceeded one- 
half the value of his presumptive share 
at the time when they were respectively 
made. If, however, the beneficiary 
succeeds absolutely and indefeasibly 
to some part of the settled property, 
however small (other -than his 
advances), the trustees are considered 
to be accountable for any duty that 
may be payable in respect of advances 
made to him. If the beneficiary suc- 
ceeds to nothing but a limited interest 
(for example, a life interest or an 
annuity) or a defeasible interest which 
fails, the trustees are considered to be 
accountable for the duty in respect of 
advances to him only if the total 
amount of the advances to him ex- 
ceeded one-half the value of his pre- 
sumptive share at the time they were 
made. 


The Board have directed that the 
official practice shall conform to the 
advice they have received as set out in 
this note. 


Taxation of Cricketers’ Collections 


Commenting on the decision of the 
Bradford League not to give details 
to the Inland Revenue of collections 
received by professional cricketers in 
recognition of outstanding perform- 
ances, Mr. W. H. Foster, the president 
of the League, stated that strong 
arguments can be put forward for the 
view that collections for professionals 
are exempt from tax. He added that 
the Inland Revenue would have a 
great deal of difficulty in proving that 
the League had a sound case to answer. 
The League made its decision after 
professional advice had been received 
to the effect that collections, being 
personal gifts in recognition of the 
esteem in which a cricketer was held 
by the club, supporters and visitors, 
and a spontaneous expression of ad- 
miration for the person’s qualities, were 
not taxable. The Yorkshire Cricket 
Federation is to be informed of the 
results of the League’s inquiries. Clubs 
in leagues other than the Bradford one 
have received similar demands for 
disclosure of collections. 

Some days after the decision of the 
Bradford League, the Chancellor of the 
Exchequer said, in a written answer to 


a question in the House of Commons, 
that the Inland Revenue were advised 
that a professional cricketer who re- 
ceived the proceeds of collections made 
whenever he reached some specified 
standard of performance in a match 
would be liable to income tax thereon 
as a profit of his employment. Where 
the collection was handed over by the 
club, tax was deductible under “ pay 
as you earn” by reference to the 
player’s code number. Where this was 


‘not the case tax would be charged in 


the assessment made at the end of the 
year and the inspector of taxes might 
need to make inquiries to ascertain the 
amount of the receipts. It could not 
be estimated how much tax might be 
involved. 

It is not known whether or not this 
statement of the Chancellor will cause 
the Bradford League to revise its 
decision. 


The Finance Bill 


The debates at the Committee Stage 
of the Finance Bill have received so 
much publicity that readers will be well 
acquainted with their length. It is 
impracticable in the space at our dis- 
posal to summarise anything more than 
the effective proposals. Clauses have 
been added as follows: 


Initial Allowances.—The suspension of 
initial allowances is not to apply to 
expenditure on the provision of a ship 
for the purposes of a trade if it is shown 
to the satisfaction of the Commissioners 
of Inland Revenue that on April ro, 
1951, the ship was actually under con- 
struction for the persons who were 
actually carrying on the trade on April 
10, 1951, or who were on that date 
about to carry it on. The allowance is 
to be given. even if there has been a 
change of owners between April 10, 
1951, and the date of incurring the 
expenditure. 

Rehabilitation Expenditure.—Capital ex- 
penditure on rehabilitation, as provided 
for in Section 33, Finance Act, 1948, is 
to rank for relief if the expenditure is 
incurred not later than the end of 
March, 1954—a further extension of 
two years. 

Terminal Expenses—The time limit 
for relief from E.P.T. for terminal 
expenses, i.e. deferred repairs and 
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renewals, and rehabilitation costs, is 
to be similarly extended. 

Armed Forces, etc.—Bounties are to be 
exempted even if the period of recall 
to the Forces exceeds fifteen Cays. 

Transfers of businesses, etc.—The defini- 
tion of “ control” has been amended 
to that used in Section 68, Income Tax 
Act, 1945. 

In addition, a promise was given to 
consider the possibility of adding clauses 
to deal with these points: 

Initial Allowances.—Ships contracted 
to be bought as distinct from actually 
under construction. 

Information from Banks, etc.—Whether 
exception should be made in connec- 
tion with accounts of non-residents. 

Profits Tax on Statutory Undertakers.— 
Whether losses since the beginning of 
1947 may be carried forward against 
profits now made liable to Profits Tax. 


Profits Tax—Capitalisation of Profits.— 
To remove the anomaly that a transac- 
tion effected by an exchange of cheques 
might be outside the clause, while 
consideration in kind is in it; to 
review the position where a distribution 
of compensation stock arises after 
nationalisation has taken away a com- 
pany’s business or part of it. 

Profits Tax—Anti-avoidance Provisions. 
—Torequire the Special Commissioners 
to give more information as to why they 
have come to their decision to nullify 
transactions as avoiding tax. 

(The Attorney-General made it clear 
that there was no intention of using 
Clause 28 to attack a company for not 
raising its dividend when profits in- 
creased, or—in ordinary cases—for 
raising money on loan instead of by 
shares. Readers may like the reference 
—Hansard, June 12, 1951, col. 2125.) 


Recent Tax Cases 


By W. B. COWCHER, o.B.£., s.urTt., Barrister-at-Law 


INCOME TAX 


Income tax—Solicitors making practice of making 
advances to finance house-building—Advances 
partly to clients and partly to others— Whether 
money-lending a part of business—Whether 
money-lending carried on as separate business— 
Claim for entertainment expenses—Income Tax 
Act, 1918, Schedule D, Cases I and II, Rule 3 (a). 


Bury and Walkers v. Phillips (Ch., 
February 27, 1951, T.R. 17) was a case in 
which there were two distinct issues. 
Appellants were a firm of solicitors who 
since the year 1890 had made a practice of 
advancing money to persons who desired 
to purchase land for the purpose of building 
houses thereon, and this becoming known 
locally had been taken advantage of not 
only by builders who were or had been 
clients of the appellants but by other 
builders, the proportions of the two classes 
being approximately equal. They also lent 
money on security to persons other than 
builders, mostly their clients, usually 
temporary loans in connection with house- 
purchase. Having sustained a loss in 
connection with a loan to a builder, the 
appellants claimed that the amount was 
allowable as a deduction either upon the 
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ground that money-lending was part of their 
business as solicitors or, alternatively, that in 
addition to acting as solicitors they carried 
on a further business of lending money. In 
these connections the facts of the case as 
related in the judgment were striking. In 
1946, the appellant firm lent money to 113 
persons, of whom only six were builders. 
(It is not stated, however, whether the money so 
lent was provided from the appellants’ own 
resources or otherwise.) The Special Com- 
missioners had decided against the appel- 
lants, holding that on the evidence the 
lending of money to builders could not be 
isolated from the other lendings so as to 
make the lending to builders and the pro- 
fessional work of solicitors one and the same 
business. As regards the other loans, they 
held that as they were admittedly indis- 
tinguishable from the kind dealt with in 
C.1.R. v. Hagart and Burn-Murdoch (1929, 
A.C. 386, 14 T.C. 433) and Rutherford v. 
C.ILR. (1939, 18 A.T.C. 273, 23 T.C.8) 
—that is, investment in the shape of loans 
secured by mortgage and also accommoda- 
tion to existing clients—they could not be 
isolated from the firm’s other money- 
lending activities. Wynn-Parry, J., upheld 
the Commissioners’ decision as findings of 
fact supported by evidence. 


Transfers of Businesses, etc.—To make 
it clear that a mere transfer of assets 
which did not materially alter a trade 
or business is not covered by Clause 39; 
to introduce a clause under which the 
Treasury would have power to exempt 
particular classes of transactions from 
the Clause. 

Sales, etc., between associated persons.— 
The difficulties of arriving at market 
value, etc. 

At the moment of our going to press, 
the debate continues. We intend to 
report upon the remainder of the 
debate in our next issue. 


The following tax subjects are dealt with in 
Professional Notes: P.A.Y.E. and Preferential 
Rights ; Rating Assessments; CILR. v. The 
Evaders ; Extra-Statutory Tax Concessions ; 
Mr. Cube Wins a Round. 


The point which will strike the reader of 
the judgment is the scale upon which the 
appellants carried on their money-lending, 
and in view of this the findings of fact by the 
Special Commissioners are somewhat hard 
to understand. As the judge pointed out, 
prima facie advancing money on loan is 
excluded from the activities of a solicitor. 
Nevertheless, as it is the actual business 
carried on which is the taxable subject, he 
also pointed out that this impression could 
be removed in a particular case by proving 
custom or procuring a special finding of 
fact to that effect. In substance, the 
principle governing the matter would seem 
to be the same as that established in the 
speeches of the majority of the House of 
Lords in Strong & Co., Ltd. v. Woodfield 
For a loss to be admissible as a deduction in 
computing profits it is not sufficient for it 
to be connected with the business. It must 
arise out of it. 

The second issue in the case arose out of 
claims for entertainment expenses. The 
sums claimed were only estimates, thirty 
shillings per week for two partners and 
thirty-five shillings per week for the two 
other partners, and the Special Com- 
missioners had held that the sums claimed 
were not expended wholly and exclusively 
for the purposes of the business within 
Rule 3 (a) to Cases I and II of Schedule D. 
Wynn Parry, J., upheld their finding ; but 


as it is often thought that in the case of 


professions entertainment expenses are 
essentially inadmissible, the following ob 
servation is of importance : 
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In my view, having regard to the fact that 
the sums claimed are estimated sums, and in 
no way itemised, the Special Commissioners 
were perfectly justified in taking the view 
which they have taken. 


In the present writer’s opinion, reason- 
able entertainment expenses proved to have 
been incurred and necessarily incurred in 
the actual conduct of professional business 
are not within the prohibition contained in 
Rule 3 (a). 


Income tax—Purchase and sale of landed 
property—Dwelling-houses occupied by appellants 
and subsequently sold—Whether profits on sale 
includible in profits of trade. 

MacMahon v.C.I.R. (Court of Session, 
March 15, 1951, T.R. 67), was a case where 
a decision of General Commissioners was 
conceded to be right as regards other 
transactions of purchase and sale of 
properties but was disputed as to two 
dwelling-houses which had been occupied 
by the appellants and their brother for 
periods of about two and a half years in 
each case. No evidence had been given by 
the appellants at the appeal, although, as 
the Lord President pointed out, the onus of 
displacing the assessments lay upon them ; 
and it was held that the Commissioners’ 
decision was warranted on the evidence 
before them. The substance of the decision 
would seem to be comprised in the words of 
Lord Keith : “ I agree that residence is not 
conclusive of the case in favour of the 
appellants.” 


Income tax—Colliery company—Sale to railway 
company in 1889 of company’s wagons under 
agreement—Colliery company to have exclusive 
use of wagons sold—No mention of demurrage in 
agreement—From 1909 to 1944 demurrage claimed 
and charged but disputed—Nothing paid—Agree- 
ment of 1889 cancelled by new agreement in 1944 
—Provision in new agreement whereby demurrage 
claims discharged—Whether any part of de- 
murrage claims allowable as deduction in com- 
puting profits of colliery company—Income Tax 
Act, 1918, Schedule D, Cases I and II, Rule 3 
(a). 

C.I.R. v. Niddrie and Benhar Coal 
Company, Ltd. (Court of Session, March 
15, 1951, T.R. 69) was remarkable for the 
outspoken way in which the Court criticised 
the conduct of the appeal by the General 
Commissioners. The facts are, for the most 
part, stated in the heading ; but by 1944 
the demurrage claims amounted to over 
£35,000, and it was claimed upon behalf 
of the colliery company that by the can- 
cellation agreement of 1944, it had surren- 
dered a valuable agreement and that the 
sum of £17,500 or thereabouts represented 
the value of the cancelled agreement. As 
the result of the appeal, the Commissioners 
had found that the 1889 agreement had a 
value in 1944 of £7,000; but the Court 


held that there was no evidence whatever 
for such a finding. The Lord President said 


‘ that he could understand an argument that 


the cancellation of the 1889 agreement was 
that of a capital asset, but that this would 
not help the respondent. Lord Keith 
declared that there was nothing in the case 
to prove anything in the nature of a trading 
expense. 

Attention was drawn by the Lord 
President to the facts that both the railways 
and the coal industry had been nationalised 
and that in 1944 “ business circles had a 
shrewd idea of the prospects of nationalisa- 
tion” ; whilst Lord Keith, who gave the 
only other judgment, referring to the 
mysterious nature of the 1944 agreement, 
remarked that “It may be there were 
ulterior or remoter motives, which made it 
in the interests of both parties to cancel the 
agreement,” but that, if so, the considera- 
tions were unknown and could not possibly 
be quantified. Scottish Courts do not, 
seemingly, swallow Commissioners’ findings 
of fact quite as easily as other Courts. 


Income tax—Annuity under will to former wife in 
continuance of alimony— Whether free of income 
tax—lIntention of testator. 

In re Batley, Decd., Public Trustee 
v. Hart (C.A., March 8, 1951, Weekly 


‘Notes, page 180), was a small case with 


interesting points, one of which the Court 
left unresolved. The testator had died upon 
May 4, 1947. He had been married twice. 
His first marriage had been dissolved in 
1936 and his wife had been awarded 
alimony of £7 per week. Actually up to the 
date of his death he had paid her £8 per 
week free of tax. He had married again in 
1937 and left a wife and two children. By 
his will he bequeathed to his former wife 
“an annuity of £416 for her life without 
power of anticipation during any coverture, 
such annuity to be considered as a continua- 
tion of the alimony I am paying her during 
my lifetime.” If, however, during the life 
of his widow the £416 exceeded one-third 
of the total income of his estate after pay- 
ment of income tax, the latter amount was 
to be substituted. This proved to be the 
case; and on an application to Vaisey, J., 
it was held that tax was deductible. A 
unanimous Court of Appeal reversed this 
decision, Cohen, L.J., giving the only 
judgment. He regarded the case as covered 
by the judgment of Uthwatt, J., as he then 
was, in Jn re Hooper (1944, Ch. 171), where 
the latter said: 

The question which gives rise to difficulties 
is whether in any particular will there is, on 
its proper construction, shown an intention to 
make the annuity or the annual sum expressed 
to be payable a net sum after income tax has 
been accounted for. ... The only thing 
necessary is an adequate expression of the 
testator’s intention. 


His lordship said that reading the will and 
considering the facts to which attention was 
expressly drawn by the testator, the matter 
was perfectly plain. The varying of the 
order of Vaisey, J., would be “ without 
prejudice to the question whether . . . In re 
Pettit (1922, Ch. 765) applied.” 

The reserved point would seem to have 
been the more difficult one. 


Income tax—Timber merchant—Purchase of 
standing timber on two plantations—Sale of 
rights in respect of one plantation—Subsequent 
Sale of rights in respect of the other—Whether 
resultant profits arising from trade—Income Tax 
Act, 1918, Schedule D, Case I. 


Murray UV. C.I.R. (Court of Session, 
March 13, 1951, T.R. 61) was a case of 
familiar type where the appellant sought to 
reverse a finding of fact by General Com- 
missioners. He was a timber merchant and 
crofter. In November, 1940, he bought 
standing timber in two plantations at a cost 
of £2,900. At the end of 1940 he had 
not been able to cut any of the timber and 
being pressed for money in January, 1947, 
sold the rights in one plantation for £1,000 
and later in 1947 paid £1,875 as a penalty 
for default in cutting timber and then sold 
his rights in the remaining timber for 
£14,000, making a net profit in all of 
£10,225. The Commissioners had found 
that the transactions were trading transac- 
tions and that the profit was part of 
appellant’s trading profits. The contention 
for the appellant was, apparently, that the 
fact that the sales of rights were forced upon 
him by financial and other circumstances 
took them out of the category of trading 
transactions. A unanimous Court held that 
the Commissioners’ decision was the only 
reasonable one possible on the facts stated 
in the case. The Lord President described * 
the transactions as “the commercial 
disposal of a quantity of standing timber by 
a timber merchant”; but the fact of 
appellant being a timber’ merchant was 
apparently only an a fortiori reason for the 
decision, Rutledge v. C.ILR. (14 T.C. 490) 
and C.I.R. v. Fraser (24 T.C. 498) being 
referred to in his judgment as establishing 
the principle governing such cases. 


Income tax—Football club—Players’ wages— 
Alteration of contract period—Accounts of club 
made up to March 31—Proportion of wages for 
off-season subsequent to March 31 charged as 
expenses— Whether deduction allowable in arriving 
at profits to March 31—Income Tax Act, 1918, 
Schedule D, Case I. 


Albion Rovers Football, Ltd. v. | 
C.1I.R. (Court of Session, March 14, 1951, 
T.R. 63) arose out of an instruction to its | 
members by the Scottish Football League 
with regard to contracts with professionals. 
The football season lasts for the nine months 
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from August to the end of April, the months 
of May, June and July constituting the off- 
season during which no matches are played. 
Before 1948-49 the players’ contracts ran 
from May 1 to April jo, but in April, 1948, 
the League instructed its members that 
players re-signed for the 1948-49 season 
would be under contract for the 15 months 
from May 1, 1948, to July 31, 1949, and 
thenceforward the contracts would be from 
August 1 to July 31. Reduced weekly sums 
were to be payable during the non-playing 
months of May, June and July. 


The accounts of the club were made up 
to March 31 and in those for the year to 
March 31, 1949, as eight months of the 
playing season 1948-49 were included, 
eight-ninths of the sums paid to the players 
for the three months May, June and July, 
1948, and for the same three months of 
1949 were charged as expenses. The 
Special Commissioners had held that the 
payments for the second three months were 
expenses of the year to March, 1950, and 
that there was nothing to relate them back 
to the previous accounts period. The Court 
of Session reversed this decision in a series of 
judgments which stressed the special cir- 
cumstances of the case and insisted that no 
general principle was involved. Lord 
Keith, however, whilst not actually dissent- 
ing ‘“‘ upon what seems to be primarily an 
inference of fact, rather than a question of 
law,” was clearly troubled : 

My difficulty, however, is whether it is a 
proper inference from the facts stated that 
weekly payments of wages made in May, 


June and July, 1949, can be regarded as a 
liability incurred in the season ending 
March 31, 1949. 

Further, it seems to me a somewhat 
artificial conception to treat a liability to pay 
weekly wages, which in various contingencies 
may never emerge, as a liability incurred 
when the players’ contracts were made. 
Although their lordships were so keen 

upon avoiding, a decision on general 
principles, the opinion may be expressed, 
with all respect, that the decision established 
a special principle of doubtful validity 
which can only add to administrative com- 
plexities. Moreover, it is difficult to see 
anything inequitable in the decision of the 
Special Commissioners. 


Income tax—Farming—Farmer not assessable 
under Schedule D, Case I, unless total annual 
value exceeds £100—Whether certain fields let 
for six months for grazing but under special 
conditions to be taken into account in computing 
total annual value—Income Tax Act, 1918, 
Schedule A, No. VII, Rules 1, 2; Schedule B, 
Rule 4—Finance Act, 1941, Sections 10, 11— 
Finance Act, 1942, Section 28. 

Drummond v.C.1.R. (Court of Session, 


March 28, 1951, T.R. 97), was obviously of © 


great importance to the appellant because 
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he owned and occupied a farm of which the 
gross annual value was £92—-less than the 


' £100 limit which, if exceeded, would have 


made him assessable under Case I of 
Schedule D, upon his actual profits. In 
addition, however, three fields had been 
let to him in 1934, 1940 and 1942, subject to 
certain rights retained by the owner, and 
the six months of each let had been renewed 
by “tacit relocation’? so that there had 
been continuity of letting in the case of each 
field from the respective dates of entry. 
The total annual value of the fields was £176 
a year and unless he was to be deemed to 
occupy them as farm land within Section 
10 (2) of Finance Act, 1941, for the year 
1948-9, his liability to tax as a farmer in 
respect of that year would have been under 
Schedule B and restricted to three times the 
value of his farm, whereas he had been 
assessed under Case I of Schedule D in the 
estimated sum of £25,000. So, even 
allowing for apparent optimism in the later 
assessment there was evidently a very large 
sum at stake in the case. The General 
Commissioners had confirmed the assess- 
ment subject to adjustment of the figures, 
and a unanimous Court upheld their 
decision. 


There had been a whole series of cases 
upon the subject of restricted tenancies. By 
Rule 2 of No. VII of Schedule A, Income 
Tax Act, 1918: “‘ Every person having the 
use of any lands or tenements shall be 
deemed to be the occupier thereof”? ; and 
the subject had become one of very fine 
distinctions. In the words of Lord Keith : 


Rule 2 of No. VII of Schedule A mav give 
rise to various legal problems, one being 
whether there can be two or more separate 
occupiers of the same lands at the same time. 


As. however, the whole problem was for 
** 1949-50 and all subsequent years ”’ swept 
into limbo by Section 31 of the Finance 
Act, 1948, a discussion of the niceties of the 
legal question in the case is not worth while. 


PROFITS TAX 


Profits Tax—Company in business as garage 
proprietor—Large reserves of undistributed profits 
—Capital increased and increase provided by 
capitalisation of reserves—On same day capital 
reduced by more than the increase—Petition to 
Court for confirmation of reduction— Whether to 
be dismissed on ground that transaction was for 
purposes of tax avoidance—Finance Act, 1947, 
Section 36 (1)—Companies Act, 1948, Section 67. 


In re A. and D. Frazer, Ltd. 
(Court of Session, March 16, 1951, T.R. 73) 
was the result of financial manipulations 
which the Lord President described as 
“unique” and, accepting this as correct, 
it may be suggested that the same might 
aptly be applied to the Court’s decision. 
By Section 36 (1) of Finance Act, 1947, 


certain kinds of capital distributions \ ore 
to be deemed “ distributions” for the 
purposes of the Profits Tax, but hy a 


proviso: 


no sum applied in reducing the share capital 

. . . Shall be treated as a distribution. 

The petitioning company was a private 
company which had carried on a very 
successful garage business. Its capital on 
November 2, 1950, was £50,000, consisting 
of 25,000 Ordinary shares of £1 and 25,000 
“B” shares of £1 with limited rights of 
participation. One shareholder held al! the 
Ordinary shares and another shareholder 
held all the “‘ B” shares. On November 3, 
1950, the company had a general reserve 
of £60,000 and a profit balance of £42,000, 
On that date in general meeting the capital 
was increased to £100,000 divided equally 
between the two classes of shares. The 
additional £50,000 was provided by capi- 
talisation of undivided profits and by the 
issue of fully-paid shares to the existing 
shareholders. On the same day a resolution 
was passed reducing the capital from 


£100,000 to £25,000 by returning to the , 


Ordinary shareholder 10s. per share and to 
the “B” shareholder £1 per share, so 
eliminating the latter altogether, the net 
result being that on the same day the 
capital of the company was first increased 
by £50,000 and then reduced by £75,000. 
The “ B” shareholder was to get back the 
whole of his original capital and a tax-free 
dividend of 100 per cent., while the 
Ordinary shareholder got a tax-free dividend 
of 100 per cent. to retain his original capital 
of £25,000. 

By Section 67 of the Companies Act, 
1948, a company which has passed a 
resolution for reducing share capital ‘‘ may 
apply to the Court for an order confirming 
the resolution.” By the Section, certain 
conditions either have to be or may be 
required; but these would apparently have 
presented no difficulty, and the only ques- 
tion was whether the Court had no option 
but to confirm the reduction or had a 
discretion in the matter. It was admitted 
that by reason of decisions of the House of 
Lords the powers of the Courts in the matter 
were narrowly restricted. Nevertheless, by 
a majority, Lord President Cooper dissent- 
ing, the petition was refused. 

Lord Keith, referring to the taxpayer’s 
right so to manage his affairs as to limit his 
tax liability, declared: 

This is a very different thing from saying 
that the aid of the Courts can be invoked to 
secure the completion of a transaction for such 
a purpose, which could not be carried through 
without such assistance. The Court is not an 
instrument for tax avoidance. 


Lord Carmont was equally outspoken: 


In the present case . . . the petitioning 
company, having framed a scheme for the 
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of the Court of what has been done on the 
footing that it amounts to a legitimate 
reduction of capital. If confirmation is given, 
the avoidance of taxation is secured; if 
confirmation is refused, avoidance of taxation 
will not be secured. 

The Court was therefore being asked to 
participate in the scheme and_ unless 
instructed that they had no power to with- 
hold confirmation, he would not be a party 
toconfirmation. At the close of his judgment 
he said: 

The confirmation by the Court is, in public 
estimation, the appproval of the Court, and 
even in doubtful cases it ought not to be given. 
Much more so when a transaction is redolent 
of tax evasion as its sole object. 

The Lord President’s attitude in dissent 
pointed out the difficulties: 

I have difficulty in seeing how we can for 


the first time assume a new jurisdiction, based 
upon a supposed duty to discard the function 


of an impartial referee applying the rules as . 


they stand, and to enter the contest as active 
allies of the Commissioners of Inland Revenue. 


As there is a very large sum involved, and 
the Court was divided, the case may go to 
the House of Lords. The point of principle 
involved is of the highest importance, and 
ifit does go there the issue would seem to be 
very uncertain. 


Profits tax—Directors’ remuneration—Controlling 
interest—Settlement of shares—Shares held by 
custodian trustee—Custodian’s duty to act in 
accordance with instructions of managing trustees 
—Managing trustees directors of company—One 
half of voting shares held by another director— 
Whether company  director-controlled—Finance 
Act, 1937, Sections 19, 20, 4th Schedule, para 11. 


G.1.R. v- Silverts, Ltd. (CA, 
March 5, 1951, T.R. 31), was the subject of 
an extended note in our issue of November, 
1950 (page 409). It had been held in 
J. Bibby & Sons, Ltd. v. C.I.R. (1945, 29 
T.C. 167) that in considering whether a 
company was director-controlled shares 
held by directors of the company in the 
capacity of trustees had to be taken into 
account ; and, although in the House of 
Lords the point was reserved, in the Court 
of Appeal Lord Greene had expressed the 
view that the only case in which this did not 
hold good was that of a “ bare trustee.” In 
the present case, the point at issue was the 
Position of a bank made a “ custodian 
trustee” under Section 4 of the Public 
Trustee Act, 1906, and required to concur 
in and perform all acts necessary to enable 
the “‘ managing trustees ” to exercise their 
Powers of management and other powers 
unless the matter in which requested to 
concur was a breach of trust or involved 
Personal liability upon him. The “‘ manag- 
ing trustees ” in the case were directors of 
the company, and, although Romer, J., 


avoidance of taxation, seeks the confirmation. 


thought that a “ custodian trustee” was 
more than a mere nominee, he had con- 
sidered the case to be covered, not by the 
Bibby case, but by the decisions’ in C.I.R. v. 


F. A. Clarke & Son, Lid. (1943, A.C. 335, 


29 T.C. 49) and British American Tobacco Co., 
Lid. v. C.ILR. (1943, A.C. 335, 29 T.C. 49) 
and had reversed the decision of the Special 
Commissioners. A unanimous Court of 
Appeal, the Master of the Rolls giving the. 
only judgment, restored the latter decision, 
holding that the case was governed by 
Bibby. 

The substance of the decision is contained 
in the following passage : 

In our judgment the ratio decidendi in 
Bibby’s case is that, in accordance with well- 
established principles relating to limited 
companies, a question of the rights of 
members vis-a-vis the corporation (such as 
that of voting control under its regulations) 
is to be determined by reference, and by 
reference only, to the share register, beyond 
which it is not (save possibly in the case of 
mere “ nominee ”’ shareholders) permissible 
to look ; and not that, in the case of a trust, 
the powers and discretions of exercising votes 
in regard to shares must be treated as reposing 
in the trustees without regard to the terms o 
the trust or the right of beneficiaries to direct 
such exercise. 

and as the “‘ custodian trustee” was more 
than a nominee or “ bare trustee” the 
Bibby decision applied. Leave was given to 
appeal to the House of Lords. 

As was pointed out by Romer, J., in the 
lower Court, the decision now given would 
enable directors to frustrate the intention of 
the Legislature by nominal transfers and, so, 
failing success in the House of Lords, the 
Crown may contemplate legislation. It will 
be observed that by the decision the 
question of the “bare trustee” is not 
involved in the present case although the 
Crown had contended that this was the 
** custodian trustee’s ” status. 


Profits Tax—Abatement of profits—Carry for- 
ward of loss— Whether loss to be applied before 
giving abatement or vice versa—Finance Act, 
1937, Sections 19 (1), 20 (1), 21 (1), Schedule IV 
paras. 1, 2 (2)—Finance Act, 1947, Sections 33, 
47: 

(1) Standard Power Couplings, Ltd. 
v. C.1.R., (2) C.I.R. 0. Homo Metals 
Radiant Boiler Company, Ltd. (Ch., 
March 6, 1951, T.R. 57), was a double case 
in which the point to be decided was of 
considerable importance. In the first case, 
the trading results tor Profits Tax purposes 
were as follows: 


Chargeable accounting period ended: 


(a) March 31, 1947 Loss, £1,987 
(6) March 31,1948 .. Profit, £1,714 
(c) March 31, 1949 Profit, £5,184 


By Section 33 (1) of the Finance Act, 
1947, where the profits in a period inclusive 


of franked investment income do not exceed 
£2,000 then “ for all the purposes of the 
enactments relating to the Profits Tax ”’ 
they are to be deemed to be nil. By Section 
20 (1) of the Finance Act, 1937, the profits 
are to be computed on income tax prin- 
ciples as adapted by the Fourth Schedule of 
that Act. In the said Schedule, by para- 
graph 2 (2), a person sustaining a loss 
computed in the same way as profits can 
claim that the loss shall be carried forward 
and deducted from or set off against the 
profits in a subsequent period or periods. 
The Crown’s contention was that the loss 
of £1,987 for 1946-7 had to be set against 
the profit of £1,714 for 1947-8, leaving 
£273 to be set against the profit of £5,184 
for 1948-9, reducing it to £4,911. This 
profit was then abated to £3,493 under 
Section 33 (2) of the Finance Act, 1947. 
The company’s contention was that the 
abatement had to be made first. The 
1947-8 profit was therefore nil. The 
1948-9 profit of £5,184 was, therefore, 
abated to £3,821 and then there was 
deducted the loss of £1,987, leaving £1,834. 
The second case involved the transitional 
provisions consequent on the cessation of the 
Excess Profits Tax contained in Section 47 
of Finance Act, 1947. But the point of 
principle involved was apparently the same 
in both cases, although in the first case the 
Special Commissioners had found in favour 
of the Crown and in the second in favour of 
the taxpayer. Wynn-Parry, J., decided for 
the Crown in both cases, holding that the 
matter was governed by Section 20 (1) of 
the Finance Act, 1937, and paragraphs 1 
and 2 (2) of the Fourth Schedule to that Act. 
He held that if the abatement provisions 
had to be applied first and then the loss 
carry-forward provisions there would have 
been provided quite a different scheme. 
It will be observed from the figures of the 
first case that the average profits were only 
£1,637 per annum for the three years in 
question and that had they been uniform 
there would have been no tax payable. 


ESTATE DUTY 


Estate Duty—Option under will to purchase 
property at specified price, property worth more— 
Incidence of duty on excess—Finance Act, 1894, 
Section 6 (1)—Law of Property Act, 1925, 
Section 16—Administration of Estates Act, 1925, 
Section 36. 

In re Lander (Ch., February 22, 1951, 
T.R. 93) arose out of the will of one Vernon 
Lander who had died on December 22, 
1948. He had directed that his nephew, the 
defendant, should be entitled to purchase 
certain freeholds for £14,000 on giving 
notice within two months of his death, 
notwithstanding that the defendant was 
himself one of the trustees of the will, the 
purchase to be completed within two months 
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from the expiry of the option period. 


Defendant exercised the option; the should pay duty upon the difference between 


borne. Roxburgh, J., held that defendant the property had to be valued as at the 


moment of the testator’s death; but i: could 


property was valued at the death of the £14,000 and £21,645, that is, should pay not be then said that the option would be 


testator at £21,645; and the question was 


as to how the relative Estate Duty should be interesting feature of the problem was that 


7,645/21,645ths of the total duty. The exercised although there was every proba- 


biity that it would be. 


The Student’s Tax Columns 


ALTHOUGH IN ENGLISH LAW A PARTNERSHIP IS NOT RECOG- 
nised as a “ person ”’ distinct from its members, the income 
tax on any trade or profession carried on by it ‘‘ must be 
computed and stated jointly and in one sum, and shall be 
separate and distinct from any other tax chargeable on 
[the partners] or any of them, and a joint assessment shal] 
be made in the partnership name ” (Rule 10, Cases I and 
II, Schedule D). 

This follows general principles—that it is the income 
from the source that is assessed, and the persons entitled 
to the income come into the picture, after the assessment 
figure is arrived at, in determining the amount of tax 
chargeable; so that, provided the individual partners have 
made returns of their total income and claimed the allow- 
ances to which they are entitled, effect is given to those 
allowances in charging the firm with tax. 

It is fundamental that the assessment is based on the 
profits of the previous year (except in the case of new and 
discontinued sources), and those profits are arrived at 
according to the facts that existed in the basis period. 
Nothing that occurred since the end of the basis period can 
alter the assessment. For example, an employee may be 
taken into partnership on January 1, 1951. His remunera- 
tion as an employee will have been properly charged in 
arriving at the profits of the year to December 31, 1950, 
which form the basis of assessment for 1951-52, during 
which he is a partner. 

Having arrived at the assessment, it is well to forget where 
the figures came from; the assessment must be regarded as 


the profit of the year of assessment, and in order to see © 


what is each partner’s share of the liability for tax, the 
assessment (less capital allowances) must be divided as if 
it were the actual profit for the year of assessment. The 
division is not affected by what happened in the basis year; 
it must be on the agreed method of dividing profits in the 
year of assessment. If there is a change in the constitution 
of the partnership in the year of assessment, the assessment 
is split up according to the respective profit-sharing rights 
of each partner in that year of assessment. 
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PARTNERSHIPS 


Illustration: 


Adjusted profits of year to June 30, 1950 £6,400 

Capital allowances 1951-52 .. - 500 

Net assessment 1951-52 £5,900 
Divisible A B Cc 
Salary = om oa se £1,000 
Interest on Capital at .. £600 £400 200 


Balance in profit-sharing ratio2:2:1 1,480 1,480 740 
£2,080 £1,880 £1,940 


Had a new partner, D, been admitted on a parity with C, 
on August 5, 1951, however, the division would proceed: 
A B Cc D 
& & £ £ 


To 4.8.51 73 =< £5,900 = 


£1,967 
Salary 4 months oe 333 
Interest 4 months... 200 133 67 
Balance 2:2:1 os 493 494 247 
From 5.8.51 785 X £5,900 = 
£3,933 
Salary 8 months - 667 667 
Interest 8 months... 400 267 133 133 
Balance 2:2:1 due 555 555 278 278 
£1,648 £1,449 £1,725 £1,078 
——— 


It may be, of course, that on the change in the constitu- 
tion of the firm a claim is made for assessment as a dis- 
continued and newly set-up business. In that event, A, B 
and C would share out the assessment actually made for the 
first four months (their ultimate “‘ year”) and A, B, C and 
D share out the assessment for the eight months (their 
first ce year a 

If the firm has other income, it is shared on the profit- 
sharing ratio, as are any annual payments of the firm. 


In these days, it is common for part of the allowances of 


partners to be used to discharge assessments on private 
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Assessment 1951-52 


untaxed interest, family allowances, etc., thus complicating 
the checking of the allowances given against the firm’s individuals. 

assessment. Unless explanatory assessment notices have The following example shows how the allocation can 
been issued to the individuals, it will be necessary for each most readily be made. The details of the figures are obvious 
to get a “ Form 70” from the Inspector to see how the from the illustration: 


NAV. £200 
| Dividends 
received 100 


300 


Annual 
Payments 540 
Excess 

annual 

payments 

paid out of 
earned 

income £240 


Allocation 
Firm A B Cc 
£ £ £ £ 
6,540 Salary 500 600 1,000 
Interest on 
Capital 200 40 — 
Balance 
4,454 2,100 1,400 700 


E.LR. 
: 
*Children 
*Dependant 
*Life Assurance 


atgs. 
at 5s. 6d. 
at gs. 6d. 


Total tax 


payments 


Tax payable, Schedule D 
a. - Schedule A my 
» deducted from dividends 


Less recouped ‘from ‘ann 


Tax borne and its allocation .. 
* These allowances are shown in one total in the assessment notice. 


A 
. Untaxed Interest .. ee - - £21 L- £30 
Family allowances ‘ve a ‘a 26 
Less E.LR. .. - on .« os 8 


It must be emphasised that only the “ Firm” column (down to the tax payable Schedule D) appears on the assessment notice. The 
allocation has to be done by the firm itself. The calculation of excess annual charges is part of the allocation. A has other income 
adequate to give him the life assurance relief. 


allowances are granted. These are only issued to the 


2,800 2,040 1,700 


o 

165 0 Oo 200 55 0 0 200 55 0 O 200 55 © O 

1,583 3 6 1,412 670 14 0 751 356 14 6 930 441 15 0 
1,770 13 6 
95 0 Oo 
o 


1,913 3 6 
256 10 oO 
1,656 13 6 733 4 0 


— — 


47 31 


Less National Insurance Contributions . . 15 8 8 
P.A. used up on private income .. es 32 23 22 
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“ - 413 158 167 88 
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FINANCE 


The Month 


A Royal Visit 

THE FIRST EVENT WHICH CALLS FOR RECORD 
is the visit of the King and Queen and 
Princess Margaret to the Stock Exchange, 
London, on the occasion of the 150th 
anniversary of the foundation of the present 
building. There was a small luncheon party 
at which the Council entertained the royal 
visitors, and a visit to the floor of the House 
and a speech by His Majesty to the members. 
It is believed that this is the first time that a 
reigning monarch has addressed the full 
body of the members, and the honour thus 
accorded has certainly done something to 
offset the effects of much _ ill-informed 
criticism of the Stock Exchanges and their 
work. The function in the House was 
characterised by an impressive demonstra- 
tion of loyalty. 


An Eventful Month 


The day of the royal visit was marked by the 
outstanding success of the International 
Bank issue and the breaking of the 3} per 
cent. rate for near-gilts by the offer of a 
32 per cent. stock by Nairobi at 99. On 
that day, May 24, the index of gilt-edged 
securities of the Financial Times fell to a low 
level of 101.86. Thereafter there was a 
recovery which was, however, again lost by 
the middle of June. Possibly the main 
reason for the rally was that the previous 
fall had been too rapid, but the month was 
rich in events which may well have affected 
the market estimate of stock and share 
values. On the one hand, there has been a 
wealth of advice from international bodies 
on the proper policy for this country to 
pursue in the face of what is widely regarded 
as the under-valuation of the pound. The 
Economic Commission, for Europe wants 
the countries of Western Europe to combine 
to write up their currencies and then to give 
exchange rates an element of flexibility. 
Meanwhile, the International Monetary 
Fund calls attention to the possibility of 
reducing discriminatory practices. Finally, 
the Bank for International Settlements has 
written in its annual report of the general 
rising trend of the rate of interest and of the 
British unwillingness to countenance the 
movement here by official action. On the 
other hand, the long-term rate here, as 
reflected in gilt-edged prices, has tended to 
rise, and there is much talk of the possibility 
of some official action. So far there is no 
sign of this but the clearing banks have 
agreed to increase their charges for 
acceptance business against foreign appli- 
cants for credit, and they are putting into 
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in the City 


effect a very informal understanding to 
raise some overdraft charges. - 


Conflicting Trends 

While all this does not appear to have had 
any great net effect on the Funds, the talk 
of revaluation and the consensus of opinion 
that U.S.A. will certainly not devalue in 
terms of gold in the visible future have 
combined to push down the prices of gold 
mining shares. The declaration of the June 
dividends has only served to confirm the 
belief in rising costs, for most of the old 
mines are paying less on the year and the 
new entrants are doing little more than 
maintain their payments. There has also 
been a tendency for commodity shares to 
weaken, as the prices of some primary 
products have fallen. These circumstances 
perhaps help to explain why industrial 
Ordinary shares have continued to improve 
in face of the failure to secure any alleviation 
of the new taxation imposed in the budget. 
A further influence has come from the large 
number of companies which have produced 
accounts showing’ greatly increased 
** profits,” together with a number of higher 
dividends. This last factor is likely to be less 
important from now on, because there will 
be fewer reports, good or indifferent, and 
industrial equities have re-acted a little. 
Among adverse factors has been the sharp 
May decline in steel production, while the 
growth in our adverse balance of trade has 
aroused some doubts. However, no new 
crisis seems to be in sight, as long as the 
rest of the sterling area continues to sell 
produce in large quantities at what are still 
very satisfactory prices. The net effect of 
these various movements is reflected in the 
following changes in the indices compiled 
by the Financial Times, as between May 23 
and June 19: Government securities from 
102.30 to 101.48; equities from 136.0 to 
137.3 (compared with a post-war high of 
140.6 in January, 1947, and a low of 99.8 
in November, 1949); gold mines from 
117.41 to 106.24. 


Bonus Issues 
In recent weeks there has been a fairly 
steady flow of bonus issues of shares designed 
to bring nominal capital more closely in 
touch with realities. It therefore seemed 
that Mr. Gaitskell’s new instructions were 
producing a more rational outlook on this 
subject. But the whole matter has now been 
thrown into confusion once more by the 
announcement that the Treasury—the 
statement does not say the Capital Issues 


Committee—has refused its consent to a 
comprehensive scheme put forward by 
Imperial Chemical Industries, including a 
projected issue of shares as a bonus. One 
would have supposed that this group was 
one which had satisfied every criterion by 
which such an issue might be judged. It can 
only be supposed that the Treasury has some 
doubt whether reserves created by a re. 
valuation of assets in accordance with 
replacement rather than historical cost can 
be considered to be true reserves. 


Unilever Results 


In a period which included the results of 
Royal Dutch, “ Shell,’ Burmah Oil, Coats and 
Courtaulds, perhaps most interest attaches 
to the figures of the Lever Brothers and 
Unilever group. It needs a volume to deal 
fully with these, but a few points may be 
selected. Turnover is up by almost 
£188,000,000 to £988,870,000 for the Ltd, 
and N.V. groups taken together, while 
balances brought in from trading accounts 
have risen from £43,000,000 odd to almost 
£65,250,000. The first point to note is that 
the bulk of the rise in turnover is due to 
N.V., whose figure is up by some 125 per 
cent. compared with a rise of some 15 per 
cent. for Ltd. The report explains that had 
the New York company not switched from 
FIFO to LIFO for its stock valuation, 
the profit, which is, of course, that of N.V., 
would have been higher by some £3,150,000. 
This goes some way to explain the difference 
in results, for N.V. profits rely much more 
on overseas business than Ltd., while in this 
country, exceptionally, not only are prices 
controlled but a large part of the stock is 
held by the authorities. However, these 
considerations are not immediately impor- 
tant to the shareholders, owing to the 
equalisation agreement, and in any case the 
results both between the groups and from 
year to year are much evened out by the 
effects of necessary appropriations and 
taxes. The net figures of Ltd. are actually 
lower on the year but the directors have 
raised the dividends from 10 per cent. to 
134 per cent. for Ltd. and from 8% per 
cent. to 12 per cent. for N.V. This action 
by a Board thought to be very conservative 
in its finance had a substantial effect on the 
market. 


— 


Chambers’s Encyclopedia 

A number of the cards circulated as an 
inset in our June issue have been received by 
the publishers with no indication of the 
sender’s name and address. Any reader of 
Accountancy who has posted one of these 
cards and not received a brochure should 
communicate with George Newnes, Ltd. 
(AY), 66-69, Great Queen Street, London, 
W.C.2, when a copy will be posted by 
return. 
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Points from Published Accounts 


—_~ 


Replacement Reserves and Excess 
Depreciation Provisions 

We GAVE IN A PROFESSIONAL NOTE LAST 
month (page 201) the argument of the 
chairman of Pressed Steel against revaluation 
of the company’ s fixed assets. A second 
point arising from the accounts of this 
company relates to the amounts that have 
been set aside to write down fixed assets. 
The report remarks that it has been the 
company’s practice to make provisions for 
depreciation and obsolescence of plant, 
machinery and equipment at amounts 
considered by the directors to be appropri- 
ate, having regard to the original cost of the 
assets and their estimated life. It is now 
clear, says the report, that if this practice is 
continued the initial outlay on plant 
acquired before the coming into force of the 
Companies Act, 1948, will be amortised 
before the termination of its effective life. 
But the cost of replacement has risen to such 
an extent that the reserve which has been 
established by a transfer of £250,000 from 
profits, before striking a “balance of 
profit,” is augmented by the £761,365 
accumulated amount set aside for deprecia- 
tion and obsolescence which represents an 
excess provision. 


Minority Interests 

There are several ways of “‘ getting rid ”’ of 
those irritating minority interests in group 
profit and loss accounts. Some we have seen 
have been complicated in the extreme, and 
we therefore commend the very simple 
treatment that is adopted by Schweppes, 
which accomplishes the task by a single 
entry. The accounts strike an aggregate net 
profit before taxation and transfer to 
reserves, and from this is deducted the 
proportion attributable to outside share- 
holders in a subsidiary. The balance carried 
forward is, as a result, lowered by the 
proportion applicable to the outside share- 
holders, which is lumped with “ outside 
shareholders’ interest in capital and re- 
serves” in the group balance sheet. From 
the scale of the addition to this item, and 
from the share of profits of the minority 
interests, it can be seen that the subsidiary 
is not dissipating its profits. 


gated provisions no longer required, and a 
loss on sale of properties; contrariwise, a 
Profit on sale of plant, machinery, motors, 
etc, is treated as an “ above-the-line ” 
tem. This minor criticism apart, the 
accounts are clearly presented. There is the 
customary practice of showing in one lump 
in the consolidated profit and loss account 
the Preference and Ordinary dividends 
Paid by the parent. Since the dividend 


To the appropriation account are rele- 


cover is so handsome, and since the Ordinary 
dividend is far larger than Preference 
requirements, this telescoping has no 
objections, but where the cover is tenuous, 
or the Ordinary capital is highly-geared, it 
would seem to be desirable to show separ- 
ately the dividend cost of the various classes 
of share capital. 

Profits ‘‘ex Fluctuations in Stock 
Values ”’ 

No one can deny that directors generally 
attempt to strike their profits,on a conserva- 
tive basis. Imperial Smelting Corporation seems 
to bend over backwards in the attempt. 
During its latest financial period there were 
abnormal profits resulting from appreciation 
in stock values. A note in the accounts says 
that these have been excluded from the 
trading profit of the year, and this may be a 
desirable step. But the note also states that 
the tax provision includes tke taxation 
liability on the stock appreciation. While 
exorcising an extraordinary credit the board 
has no hesitation, apparently, in charging 
the year’s profits with an extraordinary 
debit. Since the Ordinary capital is all held 
by the Consolidated Zinc Corporation, and since 
the Preference dividend is well covered, the 
point may seem of minor moment. But in 
the controlling company’s group accounts 
the only mention of this method of treatment 
is contained in the chairman’s speech. 

It may be that we are seeing the birth of 
an accounting development in which the 
attempt is being made to exorcise fluctua- 
tions in stock values from the profit and loss 
account. This would be a highly important 
move, calling for close consideration. 
Provided that the accounting mechanics 
are clearly displayed there would seem to 
be no objection to it, but the treatment 
adopted by Imperial Smelting (and by 
other companies), as well as the lack of 
treatment by companies who have had 
devaluation windfalls, would seem to 
demand revision if shareholders are to be 
given an unequivocal “ normal ” net profit 
resulting from the year’s operations. 


Tobacco Road 
This year has seen reports published by the 
four largest tobacco concerns, and it is 


interesting to compare their _ profit 
experience : 

Company Year-end 
British American Tobacco .. Sept. 30 
Carreras . Gage 
Gallaher Dec. 31 
Imperial Tobacco Oct. 31 


These widely differing showings owe 
something to the effect of devaluation on the 
book cost of leaf stocks. The fall in the 
dollar value of sterling meant that unused 
dollar leaf stocks appreciated by 44 per 
cent. at one stroke of the pen. It is extremely 
interesting, therefore, to see that Carreras and 
Gallaher do not disclose accounting recogni- 
tion of this fact, and to examine how British 
American Tobacco and Imperial Tobacco have 
endeavoured to excise this windfall from 
their profit and loss accounts. 

British American Tobacco shows separately 
a leaf devaluation surplus of £4,832,775, 
and this sum is transferred to fixed asset and 
stock replacement reserves. A footnote to 
the accounts states that this surplus “‘ com- 
prises the exchange credit arising on usings 
during the year of dollar leaf purchased 
prior to devaluation by companies operating 
in territories where the currency was 
devalued, but charged at post-devaluation 
rates of exchange in arriving at the trading 
profits.” The report states, in more simple 
language perhaps, that stocks of dollar leaf 
“held at the time of devaluation, which 
were used during the year have been 
charged, in arriving at trading profits, at 
post-devaluation rates of exchange so as to 
exclude therefrom the devaluation profit 
on exchange which must necessarily be 
absorbed in replacing the leaf used. The 
total leaf devaluation surplus thus arising 

. . has been transferred to fixed asset and 
stock replacement reserves to ensure that 
retention of the necessary funds by the 
companies concerned.” It would also seem 
that the year’s net profits have been 
whittled down by the tax liability on this 
stock profit, and the size of the tax figure 
seems to bear this out. 

The Imperial Tobacco accounts show 
separately a special surplus of £6,209,000, 
which is subject to profits tax and income 
tax deductions totalling £3,135,545. The 
residue of £3,073,455 is taken to leaf 
replacement reserve. This method avoids 
weighting the taxation charge against 
* normal ” profits unduly, as in the case of 
British American Tobacco, but the gap of 
£3135:545 between the gross surplus and 
the net surplus has still to be found from 
somewhere if the volume of leaf stocks is to 
be replaced fully. 

J. and P. Coats is another industrial giant 
which has gained hypothetical benefit from 
devaluation, and which shows the precise 
amount separately. It would be interesting 
to know if other smaller companies which 


Trading profits Percentage 
1949 1950 change 1950 
£ £ on 1949 
30,679,595 35,231,006 89-15 
2,749,891 3,524,581 +28 
1,445,891 1,776,208 +224 
16,796,802 I 5,67 1,302 a 64 
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have derived similar windfalls have recog- 
nised their illusory nature by reserve 
transfers, either explicitly or implicitly. 


A Miserable Affair 
It is a commonplace that one of the accoun- 
tant’s functions as the auditor of public 
company accounts is to act as watchdog for 
the shareholders. They rely on the accoun- 
tant for the presentation of a true and fair 
view of the state of their company’s affairs. 
That reliance is so widely recognised that the 
London Aluminium affair cannot pass without 
comment. We will let the facts speak for 
themselves: this they do most eloquently. 
The first intimation that all was not well 
was contained in a letter to shareholders 
stating that the directors had appointed an 
independent firm of accountants “to 
investigate and report upon the trading and 
financial position of the company.”” Accom- 
panying the 1950 accounts, which showed 
a trading profit of £14,211, against 


£148,817, was a letter signed by the 
secretary, reciting in the following words the 
report of the firm of accountants: 

They say that from an examination of the 
main items, the stock and work-in-progress 
at December 31, 1949, were overvalued to the 
extent of approximately £150,000 mainly 
owing to accountancy errors and unreliable 
costing records, and that no provision was 
made for further losses, which they assess at 
£60,000, on contracts uncompleted at that 
date. . . . Adjusting for the errors disclosed 
by the accountants’ report and by the further 
inquiries referred to above, the losses before 
taxation, for the last two years, become: 
1949, £114,413; 1950, £26,292. 

The letter goes on to say that the firm of 


‘accountants “have constructed approxi- 


mate departmental accounts in an en- 
deavour to ascertain on which section of the 
business the losses have arisen.”” Apparently 
departmental accounts were not kept. The 
causes of the company’s present difficulties 
are summarised as follows: 


Publications 


INTEGRATED COST AND FINANCIAL ACCOUNTS. 
By G. B. Souster. (Sir Isaac Pitman & Sons, 
Ltd., London. Price 1os. 6d. net.) 

In this book the idea of integration is 
expressed as a “telescoping” of the 
financial and costing records into one com- 
prehensive set of accounts. It explains in 
simple terms the marrying of the art of 
financial recording to the science of costing, 
and brings into relief the fact that, as in all 
successful marriages, there must be give and 
take. The financial records acquire from 
the costings a functional basis, and the 
costings acquire from the financial records 
the stability of properly balanced accounts. 
Few accountants will question the benefits 
thus to be derived, but it is not every 
accountant who realises the simplification 
which can be achieved in the process of 
integration. The author makes this very 
clear by giving comparative tables of the 
individual accounts required for “ financial” 
recording and the corresponding “ inte- 
grated ” accounts. 

The student with a good working know- 
ledge of both financial and cost accounting 
should be helped by this book to progress 
towards a more complete understanding of 
the trading and profit and loss account as 
something more than a mere statement of 
historically recorded income and expendi- 
ture revealing a financial profit or loss. For 
the practising accountant the work provides 
a simple guide to the mechanics of integra- 
tion, suitable for modification for any type of 
business. As for the industrial accountant, 
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one can but suppose that he will be so 
acutely aware of the benefits deriving from 
integration that already he will have 
instituted some such scheme. Even he, 
however, may derive benefit from the 
scientific planning suggested by the author. 
Only a brief reference is made to “ stan- 
dard costing.” The book evokes the 
question whether the integration of 
post-costing records is not already out- 
moded by the standard cost method itself, 
whereby pre-determined costs in conjunc- 
tion with operational variance e2ccounts 
provide a more effective control of produc- 
tive efficiency, while the expense variance 
accounts provide the necessary integration 
with the financial records. However, Mr. 
Souster’s work is a step in the right direction, 
and a welcome addition to accounting 
literature. W. E. S. 


COST ACCOUNTING AND ANALYsiIs. By Carl 
Thomas Devine. (Macmillan, London. Price 
375. 6d. net.) 

This American publication is a most 
valuable addition to the literature on cost 
accounting, coming, as it does, soon after 
the publication of the report on manage- 
ment accounting in the U.S.A. The author, 
Professor of Accounting at the University of 
Southern California, states that this book 
is the result of many years experimentation 
in the teaching of cost accounting. 

The first section deals with the mechanics 
of cost compilation. The reader is taken by 
easy stages through the elements of costing, 


. Heavy losses in the production and erection 
of specialised brewery and chemic’! plant, 

. An imprudent dividend policy. 

Extravagant capital expenditure. 

. Weak selling. 

Inadequate and inaccurate costing records, 

Erroneous accounting. 

. The payment of considerable sums jn 
dividends, resulting from the inaccurate 
records and erroneous accounting, when 
no profits were available for this purpose, 

“They state that they have seen no 

evidence to indicate that the errors ip 

valuing stock and work-in-progress were in 
any sense deliberate.” 

The accountants include in their recom- 
mendations the appointment of a new 
managing director, reconstitution of the 
Board, institution of an adequate costing 
system, constant watch on prices of repeti- 
tion lines, rigid control of capital expendi- 
ture, review of overhead expenditure, and 
consideration of the factory layout. 
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departmentalisation, process costing, multie 
ple product costing and historical job 
costing. The nature of overheads and their 
practical application to specific jobs is very 
well treated. 

The second section deals with the 
techniques necessary for the control of costs. 
After dealing with accounting for material 
and labour, in which many points are 
emphasised which are often neglected in 
practice, the author introduces the reader 
to standard costing, to which seven chapters 
are devoted. The author stresses that the 
ordinary methods of job and process costing 
fail to meet the needs of management in that 
they do not show where inefficiencies exist, 
and that the main function of standard 
costing is to find these inefficiencies and to 


bring them to the attention of management, 


so that corrective action may be taken. The 
technique used in this connection is that of 
flexible budgeting, and the excellent results 
which can be obtained from the use of this 
method of control are well brought out. 

The section includes a very detailed and 
invaluable treatment of variances in which 
efficiency, volume, variety and other 
variances are discussed. A chapter & 
included on basic standards, and distribu- 
tion costs are investigated in detail. 

The third section goes far beyond the 
normal text-book, taking profit planning 4s 
its central theme. It opens with a chapter in 
which the various meanings of cost as 
in economics and in business administration 
are discussed. Costs are broken down into 
their fixed and variable elements both by 
algebraic methods and by regression curv 
and the vital importance of this analysis of 
cost is emphasised as it forms the basis of 
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profit planning. Break-even charts and 
profit volume curves are given the promi- 
nence they deserve and the importance of 
marginal costing is stressed. Many applica- 
tions of the break-even chart are given and 
the methods by which the volume is found 
at which maximum profit can be obtained 
is well illustrated. A very informative 
sction on plant selection is included, in 
which factor combinations to find the least 
cost combination are considered. 

The author then discusses the cost 
accountant’s contribution to pricing policy, 
on which he thinks the cost accountant is 
over-modest. The section closes with a 
chapter on uniform costing. 

This well-written book is full of valuable 
information. It should prove invaluable to 
students, containing exercises and problems 
at the end of each chapter, and should also 
find a prominent place on the bookshelf of 
every industrial accountant. H. K. 


ADDINGTON—AUTHOR OF THE MODERN _IN- 
comzE TAX. By A. Farnsworth, LL.D., PH.D. 
(Stevens & Sons, Ltd. Price 215. net.) 

If the title of this work had ended with a 
mark of interrogation instead of a full stop, 
the question to which Dr. Farnsworth has 
addressed his mind would have been more 
readily apparent. Be that as it may, the 
result of the author’s researches provides a 
fascinating study of two contrasted per- 
sonalities. 

On the one hand Pitt, the brilliant 
orator who became Chancellor of the 
Exchequer in 1783 at the age of twenty- 
three and Prime Minister in the following 
year. He was responsible for introducing a 
tax on income in 1799 to meet the drain 
upon the national resources imposed by the 
war with France. This impost was con- 
tinued until 1802, when it was repealed 
during a brief cessation of hostilities. 

Addington, in Dr. Farnsworth’s analysis, 
emerges in a very different light. Trained 
in the law, he entered Parliament in 1784 
at the age of twenty-seven, and was elected 
Speaker five years later. He remained in 
that office for eleven years, and there is 
ample evidence of the high quality of his 
service. Industrious and painstaking in all 
he did, his speeches were noteworthy for 
thoroughness and clarity of thought, rather 
than for eloquence in exposition. 

When Pitt resigned in 1801 Addington 
became Prime Minister with Pitt’s full 
approval, but the stresses of political life 
led to the gradual estrangement of the 
erstwhile friends. After holding office for 
three years Addington was forced to resign 
in 1804, but in the previous year he had re- 
introduced the income tax, embodying in it 
the principle of taxation at the source, 
Which has persisted in substance to the 
Present time. 

Pitt’s concept of income tax was altogether 


a tax in personam, the liability being founded 
on a declaration of total income furnished 
by each individual which was subject to 
little, if any, verification. The author proves 
by contemporary records that the yield 
repeatedly fell short of the estimates. 

Had Pitt introduced income tax in his 
first term at the Exchequer when he was in 
his early twenties, his persistence in his 
chosen method could have been excused on 
the grounds ofa refreshing, if rather youthful 
credulity. After nearly two decades in high 
office his refusal to admit the failure of his 
system must be ascribed to obstinacy, 
together with the natural reluctance of a 
politician to confess to error by propounding 
fundamental amendments of the method he 
had sponsored. 

Those are the realities which Dr. Farns- 
worth’s researches establish beyond any 
reasonable doubt, but he goes on to show 
that the glamour of Pitt’s personality and 
the devotion of his followers led, even at the 
time, to the facts being obscured and dis- 
torted. The misunderstanding has persisted 
for nearly a century and a half, but Dr. 
Farnsworth’s most interesting book should 
firmly establish Addington as the author of 
the modern income tax. A. S. A. 


SPECIALISED ACCOUNTING sysTEMS. By H. 
Heaton Baily. (Chapman and Hall, Lid., 
London; John Wiley & Sons, Inc., New York. 
Second Edition. Price 48s. net.) 

Professor Baily gives his readers the 
benefit of his twenty-five years of experi- 
ence and research into accounting systems. 
He explains and illustrates systems in use in 
specific types of businesses, without any 
attempt to superimpose untried theoretical 
notions. Thirteen particular business types 
are dealt with in detail and the problems of 
accounting system installation are surveyed 
in general. The specific sections cover: 
contractors; departmental stores; finance 
and loan companies; building societies; 
commercial banks; fire and life insurance; 
grain brokerage; water utilities; railroads; 
motor carriers and air transportation. 
Some considerations of local law affect in 
minor degree some of the suggestions, but 
are so clearly indicated that there is no 
difficulty in remodelling any suggested 
system to accord with the laws peculiar to 
the place of the business. 

The requirements of auditors have not 
been ignored. Each chapter concludes with 
a summary of the more important points 
requiring special attention from the external 
auditors, while due emphasis is given to the 
importance of initiating and maintaining 
the maximum degree of internal check in 
any system installed. 

Punched card methods are given pride of 
place in the discussion of mechanised 

tems. 

On the whole this is a well-planned and 


profusely illustrated book, invaluable as a 
work of reference to the practitioner, and a 


much-needed aid to the student. R. A. 
BOOKS RECEIVED 
COVENTRY’S CIVIC CHEST. (Illustrated Re- 


view of the Finances of the City of Coventry, 
specially written for members of the public 
interested in civic affairs). (Council House, 
Coventry. Price 1s. net.) 

MANAGEMENT OF THE SMALLER OFFICE. British 
Institute of Management and Office Management 
Association. Obtainable from Management 


House, 8, Hill Street, London, W.1. Price 
6s. 3d. net.) 

MEAT PACKAGING AND PROCESSING. The 
Report of a Productivity Team. (Anglo- 


American Council on Productivity. Obtainable 
Srom the Council at 21, Tothill Street, London, 
S.W.1. Price 4s. net.) 

SCIENTIFIC METHOD FOR AUDITING. Applica- 
tions of Statistical Sampling Theory to 
Auditing Procedure. By Lawrence L. 
Vance. (University of California Press, 
Berkeley and Los Angeles, U.S.A. Agents in 
Great Britain : Cambridge University Press, 200, 
Euston Road, London, N.W.1. Price 19s. net.) 
THE NEW PATENTS ACT. By Robert Lochner, 
M.B.E., A.M.LE.E., Barrister-at-Law. (National 
Union of Manufacturers, 6, Holborn Viaduct, 
London, E.C.1.) 

LINDLEY ON PARTNERSHIP. Eleventh edition 
by Henry Salt, k.c., M.A., LL.B., and Hugh E. 
Francis, LL.B. (Sweet G Maxwell, Lid. 
Price £6 6s. net.) 

THE LAW AND PRACTICE OF MEETINGS. By 
Frank Shackleton, F.c.1.s. Third edition. 
(Sweet @ Maxwell, Lid. Price 35s. net.) 
BUSINESS ORGANISATION AND PERSONNEL. A 
Course in Commerce and Business Practice. 
Edited by Robert W. Holland, 0.8.£., M.A., - 
M.SC., LL.D. Fifth edition. (Sir Isaac Pitman 
and Sons, Lid. Price 12s. 6d. net.) 

GUIDE FOR THE COMPANY SECRETARY. By 
Arthur Coles. Seventh edition by D. S. W. 
Poulter, F.c.1.s. (Sir Isaac Pitman & Sons, 
Ltd. Price 20s. net.) 

INSURANCE OF PROFITs. By A. G. Macken. 
Fifth edition. (Sir Isaac Pitman & Sons, Ltd. 
Price 16s. net.) 

THE COMPANIES ACT, 1948. By S. W. 
Magnus, .8.A.,  Barrister-at-Law, and 
Maurice Estrin, a.s.a.A. Second edition. 
(Butterworth @ Co. (Publishers), Ltd. Price 
50s. net.) 

BOOK-KEEPING FOR so.icrrors. By R. J. 
Carter, B.coM., F.c.A. (Butterworth G Co. 
(Publishers), Ltd. Price 25s. net.) 

MODERN MANAGEMENT FOR BAKERS AND 
CONFECTIONERS. Book II. Flour Confec- 
tionery. By E. Victor Amsdon, F.S.A.A., 
F.c.w.A., and H. E. Turner. (Trade Technical 
Services, Ltd., 103, Cannon Street, London, 
E.C.4.) 
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Legal 


Notes 


Legacies of shares 

A testator who died in 1945 made several 
gifts of Ordinary and Preference shares in a 
private company. The wording of the gifts 
ran thus: “I give and bequeath free of 
duty the following number of (Ordinary, 
Preference) shares in the company . . . to 
A, 100 such shares, etc.’” Owing to a long 
dispute with the Estate Duty Office over the 
value of the shares, it was some years before 
the executors appropriated the shares to the 
legatees, and between the date of death and 
the date of appropriation a high rate of 
dividend had been paid. The question 
arose whether the legatees were entitled to 
(a) the dividends declared on the shares as 
from the expiration of one year from the 
death until the appropriation or to (6) 
interest at 4 per cent. per annum for the 
same period on the value of the shares. 

In re Hall, deceased (1951, W.N. 231) 
Danckwerts, J., held that the gifts of shares 
were general, and not specific, legacies, and 
that the legatees had no interest in the 
shares themselves until the date of appro- 
priation. Accordingly the legatees were not 
entitled to the dividends but only to a 
payment of 4 per cent. per annum. 


Company—Reduction of capital. : 

In ex parte Westburn Sugar 
Refineries, Ltd. (1951, W.N., 185) the 
House of Lords laid down important prin- 
ciples for the guidance of Courts to whom 
application is made for a reduction of 
capital under Section 66 (1) of the Com- 
panies Act, 1948. The applicants were a 
Scottish company but the principles would 
apply equally to English companies. 

The company considered that its capital 
was in excess of its requirements and the 
proper resolutions were passed to adopt a 
provisional scheme whereby the company 
was to transfer certain investments to a 
holding company in return for the allotment 
of shares in the holding company. The 
company’s capital was then to be reduced 
by the repayment of 2s. a share to each 
shareholder but this repayment was to be 
made, not in cash, but by the allotment of 
2s. shares in the holding company. Now the 
value of the investments transferred to the 
holding company was about three times as 
great as the nominal value of its capital, and 
therefore the result of the proposed scheme 
would be to effect the reduction by handing 
over to the shareholders assets much greater 
in value than the amount by which the paid 
up capital of the company was being 
reduced. 
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The Court of Session refused to confirm 
the scheme, but their decision was reversed 
by the House of Lords. Lord Normand said 
that in a reduction of capital the powers of 
the shareholders must be exercised so as 
to safeguard the rights of creditors, the just 
and equitable treatment of shareholders and 
the interests of the investing public. A 
scheme for reduction in which the assets 
returned to shareholders were taken at 
balance sheet vaiues might injure creditors 
or deceive future investors : the important 
matter to consider, however, was not the 
value of the assets returned but the value of 
the assets retained. When its retained assets 
and its liabilities were compared, this 
company was in a strong position. There 
was ample provision for the creditors and 
the capital was in excess of requirements. 
It was also clear that the scheme was fair to 
the shareholders themselves. It was right, 
therefore, to confirm it. 


Action started in name of company but without its 
authority—-adoption of proceedings by liquida- 
tion. 

If an action is started in the name of a 
company without its authority, and upon 
the company going into liquidation the 
liquidator adopts the proceedings, the 
original defect is cured and the action may 
proceed (Danish Mercantile Co., Ltd. 
v. Beaumont (1951, 1 A.E.R. 925).) 


Husband and wife—Title to property. 


During their married life husbands and 
wives make many mutual arrangements 
about the disposition of their property 
without any thought that their marriage 
may one day founder, and, if it should 
unfortunately do so, one of the more 
difficult tasks of the law is to apportion the 
property fairly between them. Some 
general guidance on the point was given in 
Re Roger’s Question (1948, 1 A.E.R., 328) by 
the Court of Appeal, who said that the 
Judge, after seeing and hearing the wit- 
nesses, should try to conclude what was in 
the minds of the parties at the time of the 
transaction and then make an order which, 
in the changed conditions, fairly gives 
effect in law to what the parties must have 
intended at that time. 

In applying this principle to the division 
of joint banking accounts or of assets 
purchased from those accounts, the Courts 
have usually tried to work out what con- 
tributions each party has made to the 
account and have then divided up the 


assets in the same proportion. This practice 
has now been disapproved by Vaisey, J., in 
Jones VU. Maynard (1951, 1 A.E.R., 892) 
In that case the parties were formerly 
husband and wife but had been divorced, 
During their marriage they had opened, in 
the husband’s name, a banking account 
upon which both had power to draw. Into 
that account they each paid moneys of their 
own from time to time and from it, in 
addition to moneys drawn for current 
expenses, investments were bought in the 
name of the husband. The wife claimed 
that she was entitled to half the investments 
and half of the account at the time when the 
marriage broke up. 

His lordship said that on the evidence the 
account was intended to be a pool of the 
joint resources, and it was not consistent 
with that intention that the account should 
thereafter be divided up with reference to 
the respective contributions of husband and 
wife :, when the money went into the pool, 
it went there as joint property. 

His lordship was careful to add that if the 
investments had been made in the name of 
the wife alone, the ordinary presumption of 
law would arise and she would have been 
entitled to them—unless, presumably, the 
husband could show that he and his wife 
had expressly made some other arrangement. 


It might be added that all marriages, 
however happy, must come to an end one 
day and executors would often be saved 
much trouble if husbands and wives were 
reasonably clear at all times what property 
belonged to each. 


Appointment of trustees 


By Section 36 (6) of the Trustee Aet, 
1925, ‘‘. . . where in the case of any trust, 
there are not more than three trustees . . - 
then and in any such case the person or 
persons nominated for the purpose of 
appointing new trustees by the instrument 

. creating the trust . . . may, by writ- 
ing, appoint another person or other 
persons to be an additional trustee oF 
additional trustees. . . .” 


In re Power’s Settlement Trusts 
(1951, 1 A.E.R. 932), a settlement had 
vested this power of appointing additional 
trustees in the settlor during his life and 
afterwards in G. After the death of the 
settlor G. purported to appoint himself as 
an additional trustee. Wynn-Parry, J. felt 
himself bound by authority and particularly 
by re Sampson (1906, 1 Ch. 435) to hold that 
G. was not entitled to appoint himself. The 
learned Judge pointed, out that this was @ 
legal anomaly, because by Section 36 (1) of 
the Trustee Act, 1925, the holder of a power 
of appointment can appoint himself to filla 
vacancy among the trustees, and it was 
strange that he could not also appoit 
himself as an additional trustee. 
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Incorporated 


THE SOCIETY OF 


Accountants 


Dublin Conference Banquet 


A BANQUET WAS HELD AT THE GRESHAM 
Hotel, Dublin, on July 14. Mr. C. Percy 
Barrowcliff, President of the Society, 
occupied the chair, and the company 
included the Lord Mayor of Dublin and the 
Lady Mayoress; Senator E. A. McGuire; 
The Hon. Mr. Justice Lavery, s.c.; Mrs. 
C. Percy Barrowcliff; Mr. Sean MacBride, 
s.c.; Mr. G. W. Tory, Principal Secretary, 
British Embassy; Mr. J. Brennan, Governor, 
Central Bank of Ireland; Mr. W. E. Wann, 
Comptroller and Auditor General; Pro- 
fessor Leonard Abrahamson, President, 
Royal College of Physicians in Ireland; 
Mr. N. S. Gaffery, Vice-President, Incor- 
porated Law Society of Ireland; Dr. J. P. 
Beddy, Chairman, Industrial Development 
Authority; Mr. M. P. Rowan, President, 
Dublin Chamber of Commerce; Mr. R. P. 
Rice, Chairman of Revenue Commis- 
sioners; Mr. P. J. Hernon, City Manager 
of Dublin; Mr. H. E. A. Addy, F.c.a., 
FS.A.A., President, Institute of Chartered 
Accountants in Ireland; Mr. A. Stock, 
F.c.L8., Vice-Chairman, Chartered Institute 
of Secretaries, Irish Branch; Mr. R. F. 
Browne, Chairman, Electricity Supply 
Board; Mr. D. J. Twohig, Chairman, 
Dublin Port and Docks Board; Mr. 
Bertram Nelson, Vice-President of the 
Society of Incorporated Accountants; Mr. 
R. Wilson Bartlett, p.v. (Past-President) 
and Mrs. R. Wilson Bartlett; Mr. Percy 
Toothill (Past-President) and Mrs. Toot- 
hill; Mr. Richard A. Witty (Past-President) 
and Mrs. Witty; Mr. Mervyn Bell, 
President, The Society of Incorporated 
Accountants in Ireland, and Mrs. Mervyn 
Bell; Mr. W. Keith, President, Belfast 
District Society. 

The chairman proposed the toast of 
“Treland,” which was honoured. 

Mr. W. L. White, Vice-President of the 
Irish Branch, proposed the toast of ‘‘ Pros- 
perity to Ireland.”’ He said that the real 
prosperity of Ireland consisted in the moral, 
cultural and social advancement of the 
people. Prosperity was a plant which did 
not merely just grow; it needed the rain of 
honesty and the sunshine of good will and 
tolerance, and there was not too much of 
that sunshine in the world to-day. This 
prosperity, he was sure, was the earnest wish 
of them all, and it was up to them as part of 


the business and professional life of that land 
to see to it by intensifying their efforts that 
out of good will and tolerance they could go 
forward to make that cherished ideal a 
living reality. (Hear, hear.) He coupled 
with the toast the name of Mr. R. P. Rice, 
Chairman of the Revenue Commissioners. 

Mr. R. P. Rice, Chairman of the 
Revenue Commissioners, in his reply, said 
that looking back to 1801 he found then 
there were only nine Revenue Com- 
missioners, and they were paid right royally 
to the tune of £11 a year each. Some of the 
English visitors might not know that the 
famous Duke of Wellington, then at the age 
of 23, was looking for a job and had been 
made Lord Lieutenant. In 1901 the horse 
trams of Dublin made their last journey 
from Dublin to Sandymount. In that year 
an accountant had the temerity to quote a 
tax case to an Inspector. One of their most 
distinguished members, Mr. A. H. Walkey, 
was only half through his articles. It was 
quite alarming news then that income tax 
had been increased to 1s. 2d. in the £. 
They would be amused to hear that in 1901 
there was a strike in Glasgow amongst 
income tax payers. 

In 1953 they would be celebrating the 
centenary of income tax in Ireland. In 1853, 
income tax was 24d. in the £, and that 
was to be reduced to 13d. in the £ by 1859. 
The Government of the time stated in the 
House of Lords “that in the descending 
rates on the tax it had given an intimation, 
a pledge, an evidence of its sincere desire 
for the gradual reduction of the impost and 
its ultimate extinction.” 

He would like to say how glad he was to 
see that invitations had been extended to the 
President of the Irish Branch, Mr. Mervyn 
Bell, and to its Vice-President, Mr. White, to 
be members of the committee set up to con- 
sider reforms in company law, and to place 
at the disposal of the committee the benefit 
of their knowledge and experience. It was a 
signal mark of appreciation that the Society 
should be so fittingly honoured. It was a 
tribute to the place which their profession 
held in the life of the community, and that 
place had been won through the well-known 
integrity of their members. (Hear, hear.) 
He had no doubt that both Mr. Bell and Mr. 
White by their contributions to the work of 
this committee would show that the honour 


accorded accountancy was well deserved. 

There was much in common between 
their profession and his own. In the fifty 
years since the Irish Branch was formed 
—and particularly in the last thirty of that 
fifty—they had seen prosperity increasing. 
Might it continue to increase, but not too 
rapidly, in the next half-century. 

The Honourable Mr. Justice Lavery, 
proposing the toast of “The Society of 
Incorporated Accountants and the Irish 
Branch,” observed that they were celebrat- 
ing the Golden Jubilee of the Irish Branch, 
founded in 1901. The parent Society was 
founded in 1885 and was now nearly 66 
years old. So they were not only celebrating 
the Golden Jubilee of the Irish Branch but 
also attending the parent body’s Conference, 
which was being held for the third time in 
Dublin. He understood that the last Con- 
ference there was so far back as 1911. The 
membership of the Irish Branch, he was 
told, was 292, or in round numbers, 300. 
The membership of the Society throughout 
the world was 8,800 or, he supposed, nearly 
10,000 in round figures. (Laughter.) The 
Society of Incorporated Accountants was a 
very important body, and the profession of 
accountancy was the youngest of the learned 
professions. But if it was the youngest it was 
also one of the most important in the life of 
the community, and he would like to see it 
become even more so. It would be difficult 
for the State to carry on without their pro- 
fession. It was the function of accountants 
to maintain order, progress and stability in 
the affairs of their professional clients, and 
—perhaps no less important—to restore 
order out of chaos. To become a member 
of the Society the entrant must have the 
knowledge and ability to deal with the 
exacting and difficuJt tasks which must 
confront him, and above all he must have 
that high standard of reliability and 
integrity to live up to its motto, Fides 
Atque Integritas. When he read through 
the long list of qualifications a candidate 
must have to enter the Incorporated 
Accountants, he was truly appalled. The 
person who fulfilled ali those demands must 
‘be more than human. He was not sur- 
prised that only a limited number succeeded 
in passing through every year, and that 
many candidates fell by the wayside. 

Apart from the academic side the impor- 
tant aspect was the reliability and integrity 
of their members, which was so carefully 
guarded by their constitution. Anybody 
who had qualified in the Society could 
certainly be said to be a member of the 
mystery of accountancy. It was rather a 
pity in these days that so much time had to 
be given by accountants to taxation problems. 
(Hear, hear.) It was a serious matter in the 
make-up of the modern State that the 
business man had to work with one eye on 
the Inspector of Taxes and the other eye on 
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his business problems. The function of his 
own profession was to give advice to those 
who asked for it, even on income tax 
problems, but he must confess he brought 
his own problems of that kind to an 
accountant. (Laughter.) He would like 
to say how all engaged in the administration 
of the State in any capacity, and including 
members of the Judiciary, were deeply 
indebted to the accountants’ profession, 
without which the wheels ,of the modern 
State could not revolve. He-thought that 
was recognised by everyone. For himself, 
either as a lawyer or as a member of the 
Judiciary, he would never challenge the 
certificate of an accountant—and especially 
cfan Incorporated Accountant. He accepted 
them rather as if they were inspired. That, 
in fact, was the only way in which they could 
carry on. They must rely on the knowledge 
and ability of the accountancy profession, 
and above all on its reliability and integrity. 
It was difficult, indeed, to express in words 
the debt they owed to their great Society 
during the 66 years of its existence, and the 
fifty years’ existence of the Irish Branch. 
Mr. C. Percy Barrowcliff, President of 
the Society of Incorporated Accountants, 
said he thought that after that night there 
would be little objection to paying increased 
fees because of what had been said of the 
qualifications of Incorporated Accountants. 
Mr. Justice Lavery had explained in detail 
the qualifications expected from those who 
became Incorporated Accountants. They 
were most grateful to him for the way in 
which he had done that. It was his great 
pleasure as President of the Society to bring 
the congratulations and good wishes of the 
Council to all the members of the Irish 
Branch. (Hear, hear.) They were, indeed, 
most proud of the work that their members 
in Ireland had done, not only in maintaining 
the traditions of the Society but in uplifting 
its already high standards still higher in 
Ireland. It was a source of immense satis- 
faction to find the respect in which their 
tembers were universally held in that 
country. He would like on this special 
occasion to pay tribute to the long and dis- 
tinguished line of Presidents of the Irish 
Branch, some of whom he was glad to say 
were present. Amongst those were two 
colleagues of his own on the Council. He 
referred first to their old friend Mr. Walkey. 
(Applause.) It was very fitting that they 
should pay tribute to him as one who was 
as enthusiastic about the work of the 


_Society as ever. The next person he wished 


to mention was his old friend Mr. Robert 
Bell. They were all delighted to see him 
able to take his part again after his serious 
illness. He had been always in attendance 
at council meetings and always most 
welcome. He could not refrain from making 
reference also to his dear friend Mr. Mervyn 
Bell. He always knew him as a host in 
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himself, but he did not know him as a 
singer in addition until that trip to Dublin. 
Of course, he could not omit mention of the 
popular and worthy Secretary of the Irish 
Branch, Mr. John Love. (Applause.) He 
was the man who did all the work. Accoun- 
tants, and Incorporated Accountants in 
particular, were fulfilling a very important 
function in the life of any community. 
Their work had that stamp of integrity and 
reliability which gave confidence to those 
with whom they were associated in the life 
of the nation. They were to be found in 
every part of the world, and their members 
exerted great influence because they lived 
up to the traditions and standards set for 
them by the Society. He would like to tell 
the Lord Mayor what a delight it had been 
to those who were paying their first visit to 
Ireland to feel the friendliness and happi- 
ness which pervaded the atmosphere 
wherever they went. (Applause.) 

Mr. Mervyn Bell, who also responded, 
said that as President of the Irish Branch in 
its Jubilee Year he felt a very great 
responsibility on his shoulders. They 
regarded it as a great honour that the 
Society should decide to hold its Conference 
in Dublin during their Jubilee year. It was 
a great compliment that so many of their 
friends had come from across the water to 
be with them for their celebrations. He had 
the privilege of joining with many of them 
in the Jubilee celebrations of the parent 
Society in 1935. On that occasion that 
great old man Sir James Martin presided. 
As most Incorporated Accountants knew 
—or should know—Sir James was one 
of the founders of the Society in England. It 
was in fact the encouragement given by Sir 

ames Martin which led to the formation of 
the Irish Branch in 1901, and from 1go1 to 
1951 they had received the greatest help and 
encouragement from the parent Society on 
the other side of the water. He could not 
refrain from bringing in personalities and the 
first member of the Branch he would 
mention was their old friend Mr. Lough- 
ridge, who was still practising and was able 
to be with them that night. He congratu- 
lated Mr. Loughbridge, and as President of 
the Irish Branch, on behalf of their members 
and his friends, he wished him many more 
years of happiness to work in the profession. 
There was another gentleman still alive and 
an old and valued member of the profession 
in the city of Dublin—Mr. James Kinnear, 
who was a member of the Branch Council 
for many years and founder of the firm of 
which he [Mr. Mervyn Bell] was privileged 
to be apartner. He would like to convey to 
Mr. Kinnear their best wishes. Then he 
came to the name of one of the most distin- 
guished and respected members of the pro- 
fession; one of those men who would not seek 
the limelight under any conditions—Mr. 
A. H. Walkey. (Applause.) He had worked 


consistently as one of the outstanding mem. 
bers of the Irish Branch from its found tion, 
He had given up a great part of his life and 
time to work for the Society, not only in the 
Irish Branch, of which he had been President, 
but as one of their two members on the 
Council in London. He could not say too 
much about Mr. Walkey, but if he said 
much more it would only embarrass him, 
Therefore he would just thank him for all 
he had done, and for his wise counsel and 
advice at all times. He would like to thank 
the members of his own Council in Ireland 
—both North and South—for all their 
kindness; for their support generally, and 
for the honour they had done him in 
elevating him to the Presidential chair in 
the past two years. They appreciated the 
fact that Mr. and Mrs. Garrett were able 
to come to the Conference. Mr. Garrett 
was a very far-seeing gentleman, and many 
years ago he saw that the United Kingdom 
and the United States must come closer 
together. In his own way he had done 
much to help to bring about that friendship 
and harmony which existed to-day between 
the two countries. He valued Mr. Garrett’s 
friendship deeply. He would also thank 
Mr. John Love for all the work he had done 
in arranging that. Conference. Very few 
people were aware of the great amount of 
work he had put into it. Over a year ago 
he started, and they all admired the care 
and detail with which he planned every- 
thing in advance. (Applause.) Briefly he 
would like to say a word about Mr. A. J. 
Walkey. They were all disappointed that 
he had been unable to be with them as he 
was under the doctor’s care. He would send 
him their very best wishes: he was sure 
that would be warmly endorsed by all who 
knew Mr. Walkey. 

When the Branch was formed, people 
thought of accountants mainly as practising 
accountants. Since then a great many of 
their people had gone into industry, not 
only there but in different parts of the world. 
Practising accountants were inclined to look 
upon them as lost to the profession. He for 
one did not hold that view. He had a great 
regard for those who had gone into industry 
and commerce and who had upheld the 
standards of the profession to a very great 
degree. They were not lost but were one 
with them. (Hear, hear.) Incorporated 
Accountants had maintained good relations 
with kindred societies. All through those 
fifty years they had worked in close harmony 
with the Institute of Chartered Accountants 
in Ireland, and he was glad to say they had 
the President of the Institute, Mr. Addy, 
and the Secretary, Mr. Walker, with them. 
They worked in close harmony with Mr. 
Addy in connection with the present Govern- 
ment Committee on Company Law. His 
Vice-President, Mr. White, and he were 
honoured representatives of the Society on 
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that Committee, on which they had also 
Mr. Addy. They had received valuable 
help from practising accountants in the 
North, who had come to Dublin and given 
them the benefit of their experience under 
the company law up there. He would like 
io thank Mr. Addy particularly on this 
exchange of information between North and 
South. That was the spirit they liked and 
if they had more of it they might see a 
united Ireland in every sense of the term. 
' Finally he would congratulate Mr. Barrow- 
dif on his elevation to the Presidential 
chair of the parent Society. It was a great 
pleasure to him when in England as a 
member of the Irish Branch to meet Mr. 
Barrowcliff, and a particular pleasure to 
meet him now at the Conference with his 
charming wife. He hoped all their visitors 
fom the other side of the water enjoyed 
their visit to Dublin as much as they 
enjoyed their delightful company. (Ap- 
plause. ) 

Mr. William Keith, President of the 
Incorporated Accountants’ Belfast and 
District Society, proposing the toast of 
“Our Guests,” said that Mr. Justice 
Lavery’s speech was the best advertisement 
he had yet heard for accountancy. Many of 
the guests present were clients of members of 
the Irish Branch. Somebody said an increase 
in fees might be expected, and the cost of 
that banquet would be reflected in the next 
bill for fees in 1952. (Laughter.) They had 
as one of their principal guests the Lord 
Mayor. Well, Alderman Belton was well 
known both North and South. They all 
admired him for his prowess on the rugby 
field in a green jersey, and for his daring to 
play even against Ulster. They welcomed 
him as Chief Citizen of that city. A second 
guest was Mr. G. W. Tory, Principal 
Secretary of the British Embassy. He did 
not like to introduce a discordant note into 
those proceedings, but that name Tory 
sounded very sweet to Northern Ireland 
ears. (Laughter.) He gave a hearty welcome 
toall the guests no matter where they came 
fom, and in giving them the toast he 
coupled with it the names of the Lord 
Mayor and Mr. Tory. 

The Lord Mayor (Alderman John 
Belton, T.D.) congratulated the Irish 
Branch on their Jubilee and thanked the 
Society for that very pleasant function. 
He extended a warm welcome to all the 
vsitors to Ireland. He hoped their visit 
would be the forerunner of other visits. 
In their city and the surroundings they had 
the greatest possible means of entertain- 
ment, and much beautiful scenery in 
Wicklow and elsewhere. He wished them 
“ery success in their work as a profession, 
which was of great importance to any 
Slate. (Applause.) 

Mr. G. W. Tory, Principal’ Secretary of 
the British Embassy, also responded. He 


expressed the regret of the United Kingdom 
representative, Sir Gilbert Laithwaite, who 
wished to be there but for reasons connected 
with his coming departure for Pakistan was 
unable to come, and had asked him [Mr. 
Tory] to deputise. He joined with the Lord 
Mayor in thanking the Society for its 
hospitality, and in congratulating the Irish 
Branch on having achieved its half- 
century. He wished them prosperity and 
a long lifetime of useful work. (Applause.) 


COUNCIL MEETING 


MAY 23, 1951 
Present: Mr. A. STUART ALLEN (PRESIDENT) 
in the chair, Mr. C. Percy Barrowcliff (Vice- 
President), Sir Frederick Alban, Mr. E. Bal- 
dry, Mr. R. Wilson Bartlett, Mr. Robert 
Bell, Mr. H. J. Bicker, Mr. R. M. Branson, 
Mr. F. Sewell Bray, Mr. A. Brodie, Mr. 
E. Cassleton Elliott, Mr. M. J. Faulks, 
Mr. W. H. Fox, Mr. A. Hannah, Mr. L. 
C. Hawkins, Mr. C. A. G. Hewson, Mr. 
Walter Holman, Mr. H. O. Johnson, 


Mr. W. H. Marsden, Mr. A. E. Middle- 
ton, Mr. Bertram Nelson, Mr. T. H. 
Nicholson, Mr. James Paterson, Mr. T. 
H. Platts, Miss P. E. M. Ridgway, Mr. 
P. G. S. Ritchie, Mr. R. E. Starkie, Mr. 
Joseph Stephenson, Mr. Percy Toothill, Mr. 


A. H. Walkey, Mr. Richard A. Witty, with 
the Secretary and the Deputy and Assistant 
Secretaries. © 


REPORTS OF COMMITTEES 


Reports were received of recent meetings 
of the Applications, Development, Discip- 
linary, Dublin Conference, Examination 
and Membership, Finance and General 
Purposes, and Hall Committees and 
of the Accountancy Editorial Conference. 


MEMBERSHIP 
The Council considered applications for 
advancement to- Fellowship, for admission 
to membership of the Society, and for 
registration as members in retirement. 


DEATHS 


The Council received with regret a report 
of the death of each of the following mem- 
bers: Auker, Arthur Ernest (Fellow), 
Bradford; Batchelor, Harold John Ernest 
(Associate), London; Brown, Ernest Thurs- 
field (Fellow), Wolverhampton; Church, 
Henry Pitman (Fellow), Norwich; Cooper, 
Daniel (Fellow), Oldham; Curry, William 
Henry (Fellow), Bradford; Gill, Ernest 
Beasley (Fellow), Nairobi; Hatfield, Fred- 
erick Edmund (Associate), London; Hallett, 


Arthur (Fellow), Whitchurch, Salop; 
McFarlane, Robert (Associate), Kilmar- 
nock; Olivant, Alfred Edwin (Associate), 
Bradford; Robertson, Charles Victor 
(Fellow), Melbourne. : ° 


SOUTH AFRICAN BRANCHES 
The Council received the minutes of recent 
meetings of the Committees of the South 
African Northern Branch, held in Johannes- 
burg, and of the Western Branch, held in 
Cape Town. 


SECOND COUNCIL MEETING 
The proceedings of the meeting held later 
on the same day, after the Society’s annual 
general meeting, were reported in our last 
issue. 


MEMBERSHIP 


The following promotions in, and addi- 
tions to, the membership of the Society have 
been completed during the period March 
10, 1951, to June 9, 1951. 


ASSOCIATES TO FELLOWS 
Annison, John Harold (Slipper @ Co.), 
Worthing. Beepie, Arthur (Pearson, Blower 
& Co.), Wolverhampton. Birxseck, William 
Addison (Cockshaw @& Birkbeck), Leicester. 
Bootn, Robert Gordon Bealand (Beal, Young 
& Booth), Southampton. Broperick, Mat- 
thew (G. W. Townend &. Co.), Goole. 
Brookes, Henry Amos Fox, Liverpool. 
Cueyney, Leonard Frank, Secretary, Insti- 
tuteof Municipal Treasurers & Accountants, 
London. Cuxtnc, Ronald Nelson (W. 7. 
Ching ©& Co.), Plymouth. CLOoTHier, 
Geoffrey Edward (Clothier & Poole), Johan- 
nesburg. Courtney, Arthur Skelton (John 
Courtney & Co.), Belfast. Downinc, Arthur 
Edward (Viney, Price & Goodyear), London. 
Evans, William Girdler (W. G. @ D. G. 
Evans), Cardiff. Facan, Patrick Oliver 
Plunkett (Fagan & Co.), Dublin. FARRADAY, 
Jack Mansergh (Horsfield & Smith), Bury. 
Fratko, Lewis (L. Fialko & Co.), London. 
Fox, Ernest Albert (7. Hulbert Grove & Co.), 
London. Grirrirus, Bert (Lyon, Griffiths @ 
Co.), Nantwich. Hamitton, Robert Andrew 
(F. Paterson Brodie & Son), Stoke-on-Trent. 
HampsuireE, Joseph Leonard, County 
Treasurer, Kent County Council, Maid- 
stone. Harris, Leslie George, London. 
Hisss, John Thomas (7. Nicholson & Co.), 
Lincoln. Hicxmort, Frank Vernon (A. E£. 
Quaife & Gower), London. Hix, Philip 
Graham (Board, Graham Hill @ Co.), St. 
Ives, Hunts. Hupson, Charles Weppener 
(Bolton, Wawn & Co.), London, KEtsey, 
George Hought (7. Nicholson @ Co.), 
Lincoln. Krssack, Frank Cleator (Shannon, 
Kneale & Co.), Douglas. Loncrey, Stanley 
Ernest, Borough Treasurer, St. Marylebone, 
London. McEwen, Henry (Hindley, Hamer 
@ Co.), Manchester. McRosert, Athol 
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Harrison (C. Percy Barrowcliff & Co.), Leeds. 
Marnstone, Rowland, Borough Treasurer, 
Chesterfield. MANDERSON, James Allan 
Watson (Shannon, Kneale & Co.), Douglas. 
Quine, William Campbell, Johannesburg. 
Roserts, Robert Hilton, Bradford. Stow- 
MAN, Reginald Walter (Simmons, Slowman & 
Co.), London. SuTHERLAND, Angus (Rickard 
& Co.), London. Van Ham, Ernest, Chief 
Accountant, Yorkshire Electricity Board, 
Leeds. Watuts, Norman Black (Stanley 
Wallis & Co.), Nottingham. Wurre, Ralph 
Bernard (ayes, White @& Co.), Walsall. 
WuiTMiLL, James Noel, Ventnor. WIN- 
FIELD, Leonard Graham (Ransom Harrison @ 
Lewis), Sheffield. Woop, David Edgar 
(A. & E. Law & Co.), Walsall. Wooncetrt, 
Sidney Raven (7. Paterson Brodie & Son), 
Stoke-on-Trent. Wut, Richard George 
(Pulbrook, Wright & Underwood), Salisbury, 
Southern Rhodesia. 


ASSOCIATES 


Bamtey, Eric Ronnie, with Hucker & 
Booker, Glastonbury. BarLey, Henry Binns, 
with Rupert Lindley & Son, Bradford. 
Batty, Harry, with Alfred F. Girling, 
Doncaster. Batrye, Harold (Jarvis Barber 
& Sons), Sheffield. Beapsmoore, William 
Alfred, formerly with Dixon, Johnson & 
Murkett, Ashby-de-la-Zouch. BEATTIE, 
Sidney Ernest Reay (G. W. Bacon & Co.), 
London. Bentiey, Isabel Anne, with 
Butterell & Ridgway, Hull. BromHeap, 
Ralph Sidney (Evans, Davies @ Co.), 
London. Browne, Ronald Bernard, with 
J. B. Bolton, Douglas. Burnett, Peter, 
formerly with Gordon Ball & Co., Ossett. 
Catt, Benson Franklyn, with Metcalfe 
Collier, Hayward & Co., London. Cutnery, 
Peter Frank, formerly with Griffin & Co., 
Birmingham. Corsett, Colin, with A. H. 
Lawrie & Young, Johannesburg. CRANE, 
Edgar Leonard (Crinkley @ Co.), Esher. 
Curr, Hugh Gordon, with Allan & Harsant, 
Salisbury, Southern Rhodesia. Datsy, 
David Burkitt, formerly with Morley F. 
Pearce, Bristol. Davies, Eric Oswald, with 
Price Waterhouse & Co., Birmingham. 
Davies, Richard Ian, with Edw. Judson 
Mills & Co., London. Davis, Patrick Denis, 
with Purtill & Co., Dublin. Dunrorp, 
Ronald Edward, formerly with Morgan & 
Co., London. Frynn, Francis George 
Arthur (Brebner, Allen & Trapp), London. 
GaceER, Kenneth Herbert, formerly with 
F. H. Whittle, Durban. Gross, Ephraim, 


‘with Michael Berman & Co., Cape Town. 


HA tt, Stanley, formerly with J. H. Lord & 
Co., Bacup. Harper, Alec Thomas, with 
Temple, Gothard & Co., London. HorREt1, 
John Edward, with Saunders, Horton, 
Evans & Co., Cardiff. JoHnsron, George 
Kenneth Charles, formerly with S. E. 
Denning & Co., London. JupGE, Walter, 
with Stewart, Steyn & Co., Johannesburg. 
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Knicut, Bernard William Henry, with 
Price Waterhouse & Co., London. LEPPAN, 
Peter Dudley, formerly with Vaughan Kay 
& Payne, Johannesburg. Lewer, Dennis 
Oswald Charles, with Whiteley Brothers, 
Johannesburg. Lines, Raymond Leslie, 
with Bicker, Son & Dowden, Bournemouth. 
McGrecor, Donald Hugh, with Cooper 
Brothers & Co., Birmingham. MacKirpy, 
Calliss James, with Stephenson, Smart & 
Co., St. Ives, Hunts. MrrcHet, Fraser, 
with Chas. O. Nicholson & Co., Sunder- 
land. Moore, Charles Henry, with T. 
Harold Platts & Co., Birmingham. Pucn, 
Richard Henry Crommelin, with T. W. 
Abbey, Buxton. Ray, Bikas Chandra, B.a., 
formerly with William Pickles, Manchester. 
Rog, William Charles Gilborn (W. C. G. 
Roe & Medlock), Nottingham. SHaw, 
David Kenneth Douglas (Snape, Shaw & Co.), 
Manchester. SHReBNick, Alfred Lionel 
(Bartfeld @& Co.), London. Smiru, Peter 
Jack, with Rabjohns, Leopard & Co., 
Worcester. STEWART, Ian James Michael, 
with Deliotte, Plender, Griffiths, Annan & 
Co., Ndola. Srracey, David Sydney, with 
Cooper Brothers & Co., London. THomMson, 
William Algie, with Hemphill, Anderson & 
Co., Johannesburg. Turner, Sydney Roy, 
formerly with Jacob & Haynes, London. 
Tyrer, Joseph David (John King @ Son), 
Wigan. WiITHERDEN, David Edwin, with 
Denham Betts & Co., London. WoTHER- 
spoon, Charles Campbell, with Wolpert & 
Abrahams, Johannesburg. 


INCORPORATED ACCOUNTANTS’ 
BENEVOLENT FUND 


THE ANNUAL GENERAL MEETINGS OF SUB- 
scribers and donors was held at the Char- 
tered Auctioneers’ and Estate Agents’ 
Institute on May 23. Sir Thomas Keens, 
D.L., F.S.A.A. (President of the Fund), 
occupied the chair. 

In moving the adoption of the annual 


report and accounts (published in our last - 


issue), Sir Thomas said: 

It is with deep sorrow that I refer to the 
great loss suffered by the Fund through the 
deaths of Mr. Henry J. Burgess and Mr. 
Arthur H. Hughes. I wish to pay a high 
tribute to the work of those two members. 
Mr. Burgess was a Vice-President of the 
Fund and was formerly chairman of the 
trustees for a period of twelve years, and 
Mr. Hughes was the honorary auditor of 
the Fund. - 

The revenue of the Fund at £3,188 shows 
a decrease of £135 as compared with that 
for 1949, which is largely due to the reduc- 
tion in the interest received on the invest- 
ments now held. However, the total 
income including that of a capital nature 


increased by about I! per cent. [n this 
connection I wish to refer to the three 
legacies that are mentioned in the report, 
I extend my warm thanks to members both 
at home and overseas who have so kindly 
supported the Fund during 1950. I am also 
deeply grateful to local honorary secretaries 
and other members who have sought to 
extend interest in the Fund and who have 
given valuable help to the trustees in other 
ways. 

Particulars are given in the report about 
the grants made by the Trustees during the 
past year. It will be observed that almost 
one-third of these grants have been given 
to help towards the support and education 
of children. We have been very much 
touched by the thoughtful generosity of the 
New Zealand Society of Accountants, who 
have again sent food parcels for our bene- 
ficiaries. I need hardly say how welcome 
were these gifts and I record my heartfelt 
gratitude to our friends in New Zealand for 
their kindness. 

In conclusion I express your thanks and 
mine to Mr. Percy Toothill (the chairman) 
and his co-Trustees for their sympathetic 
and wise administration of the Fund. We 
are fortunate that a useful accumulated 
fund has been built up in the past, but it is 
upon the regular contributions from year to 
year that the Trustees mainly rely. Once 
again I appeal for a renewal of your sub- 
scriptions and your interest. 

Mr. Percy Tooruity, chairman of the 
Trustees, seconded the adoption of the 
report and accounts. He said it gave the 
Trustees the utmost pleasure to be able to 
increase the grants that were made during 
the past year, owing to the general rise in 
the cost of living. They were very grateful 
indeed to the subscribers and donors who 
had made this possible. 

Mr. J. STEPHENSON (Peterborough) asked 
whether there had been any difficulty in 
meeting all the requests. 

Mr. Percy Tooruitt replied that they 
had had no difficulty. The subscribers had 
been very generous. 

Mr. Osmonp (Edgware) asked whether 
there were any annuitants included among 
the grants ? Or was there any particular 
reason for making grants and not paying 
annuities. ? 

Tue CHarrMan said there was nothing 
created which had a right of perpetuity. 


The resolution was put to the meeting - 


and carried. 

Mr. J. W. RicHarpson proposed that 
Sir Thomas Keens be re-elected President 
of the Fund. This was seconded by Mr. 
W. P. Gill and carried unanimously. 

Mr. W. T. MANNING moved that the 
following be re-elected as Trustees of the 
Fund: Mr. Percy Toothill, Mr. R. M 
Branson, Mr. Walter Holman, Mr. B- 
Wilson Bartlett and Mr. E,. Cassleton 
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Elliott. He coupled with the motion a 
cordial vote of thanks for their services to 
the Fund over a number of years. 

The resolution was seconded by Mr. 
K. R. Sianley and carried unanimously. 

The Vice-Presidents, Mr. Alexander 
Hannah, Mr. William Strachan, Mr. 
W. Mcintosh Whyte, Mr. Arthur Collins, 
Mr. W. Southwood Smith, Mr. A. A, 
Garrett and Sir Frederick Alban, were re- 
elected on the motion of Mr. C. Yates 
Lloyd, seconded by Mr. R. A. Hamilton. 

Mr. J. D. R. Jones proposed the election 
of Mr. James Atkinson Allen as honorary 
auditor of the Fund, with a cordial ex- 
pression of thanks for his past services. 
Mr. R. J. NEELY seconded, and the resolu- 
tion was carried. 

Mr. L. BAILEY moved a vote of thanks to 
Sir Thomas Keens for presiding and for his 
continued services to the Fund. The 
motion was carried with acclamation. 


EXAMINATIONS, NOVEMBER, 1951 


Tue Society’s NOVEMBER, 1951, EXAMINA- 
tions will be held on the following dates: 


Final: PartI November 13 
1951. 
November 15 
1951. 
November 15 
195!I. 
November 15 

1951. 

The centres will be Belfast, Birmingham, 
Cardiff, Dublin, Glasgow, Leeds, Liverpool, 
London, Manchester and Newcastle-on- 
Tyne. 

Completed applications, together with all 
the relevant supporting documents and the 
fee (Final Part I £3 3s., Final Part II £3 3s., 
Final as a whole £55s.; Intermediate 
£44s.; Preliminary £3 3s., Modified Pre- 
liminary £3 3s.) must reach the Secretary, 
Incorporated Accountants’ Hall, Temple 
Place, Victoria Embankment, London, 
W.C.2, not later than Monday, September 
17. 

Candidates are asked to obtain applica- 
tion forms from the Honorary Secretary of 
their Branch of District Society. 


and 14, 


Part II and 16, 


Intermediate: and 16, 


Preliminary: and 16, 


DISTRICT SOCIETIES 


-__ 


LONDON STUDENTS’ SOCIETY 


THE ASHRIDGE COURSE 
A cours FoR FINAL STUDENTS WAS HELD 
at Ashridge, Berkhamsted, from April 14 to 
20. In 1950 the first course of this kind was 
held. All who attended one of the two 


courses will surely agree that the Students’ 
Society has commenced something which 
must be developed into a tradition. 

Ashridge has about it an air of scholar- 
ship, which must have its effect even on the 
least impressionable student. Discussions 
on technical topics by groups of students in 
their leisure periods were a feature of the 
course. As the weather was very kind, these 
discussions often took place during strolls 
through the spacious and well-kept grounds. 

On the majority of days, there were five 
lectures, totalling 54 hours a day. One 
lecturer was heard to say that this was pretty 
tough going for the students, and certainly 
considerable concentration was necessary. 
There is no doubt, however, that the 
students were happy to take all that was 
offered and to come back for more. Owing 
to the number of questions, nearly every 
lecture went beyond its allotted time, and 
afterwards the lecturer’s platform was 
always invaded by students thirsting for 
more information. Even outside the lecture 
hall, lecturers could frequently be seen 
surrounded by students, giving informal 
extensions of the lectures. 

A similar and very successful course for 
Intermediate students was held during 
March. 


AULL 
ANNUAL REPORT 


THE MEMBERSHIP ON MARCH 31, 1951, WAS 
120 seniors and 219 students (compared 
with 113 seniors and 198 students on 
March 31, 1950). 

We record with regret the death of Mr. 
John Harward, A.S.A.A., A.C.LS., at the age 
of 71 years. Mr. Harward had been a 
member of the Society since 1920. 

Meetings have been held throughout the 
winter by the Hull Students’ Section and 
by the North Lincolnshire Regional Com- 
mittee. The meetings have been well 
supported in both districts. 

The District Society’s first week-end 
course for students was held at Thwaite 
Hall, Cottingham, during the week-end 
from March go to April 1, 1951. The 
venture was most successful and it has been 
decided to arrange a similar course next 
year. 

The biennial dinner was held at Guild- 
hall, Hull, on February 22, 1951. There was 
a large gathering of members and guests. 

The attendances at monthly luncheon 
meetings have improved on_ those of 
previous years. The subjects discussed have 
been of interest both to practising and to 
industrial accountants. Meetings will be 
resumed in the autumn. 

The committee have prepared memor- 
anda for consideration by the Council of the 
parent Society in relation to the Royal 
Commission on Taxation and the Millard 


Tucker Committee on Retirement Pensions. 

Seven Final and eleven Intermediate 
students are congratulated on their successes 
in the 1950 examinations. Mr. A. Gooch 
and Mr. R. Waudby obtained honours in 
the Intermediate. 


MANCHESTER 


ANNUAL REPORT 
FIVE MEETINGS WERE HELD UURING THE 
year, four being arranged jointly with other 
bodies. ‘ 

The annual dinner was held on October 
27, 1950, and there was a good attendance 
of members and guests. 

The President formally declared the 
Manchester Incorporated Accountants’ 
Hall open on January 5, in the presence of 
many members. 

At March 31, 1951, the District Society 
membership comprised: practising 203, 
non-practising 321, students 519. 

Regular meetings of the committee and 
sub-committees were held during the year 
and many matters of interest to the pro- 
fession received attention. 

Suggestions from members relative to 
professional or commercial matters of 
general or specific interest will always 
receive consideration. 

Mr. C. Yates Lloyd is a member of the 
parent Society’s Research Committee. The 
Manchester Committee are particularly 
interested in the development of research 
in the profession, and any*proposals from 
members in practice or in commerce, or 
offers to assist in any particular branch of 
research, will be welcomed. 

The number of candidates presenting 
themselves for the examinations at the 
Manchester Centre was again substantial. 
Eighteen were successful in the Final and 
42 in the Intermediate during 1950. 

The third successful Students’ Course was 
held in September, 1950, at Hulme Hall, 
Manchester. Students from the North 
Lancashire, North Staffordshire and Shef- 
field District Societies were also present. 

In accordance with students’ desires there 
was a slight extension to the lecture series 
and an alteration in the subjects. Students 
are reminded that lectures are specially 
arranged to assist them in their examina- 
tions. 

The officers and committee again invited 
to dinner members who had qualified in 
1950. Proceedings were informal and it was 
felt that the resultant discussion was of 
mutual advantage, 


NEWCASTLE UPON TYNE 


THE ANNUAL MEETING WAS HELD IN NEw- 
castle on May go. Mr. H. S. Parkin 
presided over a large attendance of members 
and students. He congratulated Mr. C. P. 
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Barrowcliff of Middlesbrough on his elec- 
tion as President of the Society of Incor- 
porated Accountants. This was the first 
time a member of the Newcastle District 
Society had attained this honour. 

Mr. Parkin installed Mr. T. Jewitt of 
Stockton-on-Tees as President of the 
District Society for 1951-52, and Mr. J. E. 
Spoors and Mr. C. C. Akers as Vice- 
Presidents. Mr. Spoors retains the office of 
honorary secretary. 

The retiring members of the committee 
were re-elected. 


ANNUAL REPORT ~ 


The membership at March 31, 1951, was: 
Fellows and Associates 251, students 364, 
a total of 615. 

A series of lectures was held at Newcastle 
and on Tees-Side. The attendance was 
very good but showed some decline on the 
previous year. A meeting at King’s 
College was arranged in co-operation with 
other accountancy bodies, when members 
of the Management Accounting Team 
which had visited U.S.A. opened a dis- 
cussion on their report. There was a very 
large attendance. 

A successful dinner was held at the Royal 
Station Hotel, Newcastle upon Tyne, on 
October 13, 1950. 

The annual Students’ Course at Univer- 
sity College, Durham, was arranged for 
April 13 to 16, 1951. 

Squadron Leader O. Gradon, A.s.A.A., 
who was articled to Mr. H. S. Parkin, 
Sunderland, and is a member of the District 
Society, was awarded the 0.8.£. in the 1951 
New Year Honours. 

Congratulations are extended to the 
students who were successful in the Society’s 
Examinations, and especially to William 
Edward Daglish, who was awarded the 
Fourth Certificate of Merit in the Final 
Examination in November, 1950. Nineteen 
others passed the Final and twenty-seven 
the Intermediate. 

Arrangements have been made for an 
examination centre to be opened at 
Sutherland Hall, Gateshead, from May, 
1951. 

* The committee has continued to be 
represented on the Accountancy Advisory 
Committee administering the universities 
scheme at King’s College, Newcastle upon 
Tyne. The hon. secretary was one of the 
representatives of King’s College at a 
conference at Queen’s College, Oxford, 
held on March 31, 1950. 

A District Taxation Committee has 
prepared a memorandum which has been 
submitted to the parent Society. The com- 
mittee plans to meet at intervals to consider 
Part 2 of the “‘ Heads of Evidence ” issued 
by the Royal Commission on Taxation. It 
is hoped that as many members as possible 
will co-operate. 
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SOUTH WALES & MONMOUTHSHIRE 
THE SPRING MEETING OF THE SOUTH WALES 
and Monmouthshire Incorporated Accoun- 
tants’ Golfing Society was held at the 
Southerndown Golf Club on May 29. 
There were thirty members and _ visitors 
present. The results were: Morning— Medal 
Round: “* Wilson Bartlett Cup,” (1) H. C. 
Fooks, 77—10=67, (2) N. C. Pallot, 
95—24=71; “Committee Cup,” N. C. 
Pallot; ‘“‘ Wallace Williams Challenge 
Shield,” Cardiff. Afternoon: “ F. J. Alban 
Trophy,” A. H. Friend and W. P. R. 
Peters; ‘‘ Stableford Foursome,” H. C. 
Fooks and K. Jones equal first with W. H. 
Maton and H. K. Jones. 

H. Andrews, A.s.A.A., Borough Treasurer, 
Newport, Mon., was elected captain of the 
Golfing Society for the forthcoming year. 


CARDIFF STUDENTS’ SOCIETY 
ANNUAL REPORT 
EIGHT MEETINGS WERE HELD, INCLUDING 
two at Newport. The average attendance 
is a slight increase on the previous year, but 
there is still room for improvement. We 
are grateful to all the lecturers. 

We extend hearty congratulations to our 
members who were successful in the 
Society’s examinations. Ten passed the 
Final and twelve the Intermediate. 

The annual dance was held at the Angel 
Hotel on January 31, 1951, and proved 
self-supporting. 

Two Rugby matches were arranged 
during the year, with the Chartered 
Accountants’ Society and with the Law 
Society. [ 


PERSONAL NOTES 


Mr. W. G. Caldwell, Lu.B., F.s.A.A., has 
been elected Mayor of the county borough 
of Warrington. 

Mr. W. H. Higginbotham, r.s.a.a., has 
been elected President of the Sheffield 
Chamber of Commerce and Manufactures. 

Mr. A. E. Middleton, t.c.c., F.s.A.A., has 
been appointed a Justice of the Peace for 
the county of Middlesex. 

The partnership of Messrs. Pittman and 
Whyte, Johannesburg, has been dissolved. 
Mr. A. T. Pittman, A.s.A.A., is continuing 
the practice at the same address under the 
style of A. T. Pittman & Co. Mr. K. C. 
Whyte, D.s.0., D.F.C., A.S.A.A., is now a 
partner in Messrs. Vaughan, Key & Payne, 
Liberal House, 19, Anderson Street, P.O. 
Box 1742, Johannesburg. 

Messrs. Kenneth West & Co., Chartered 
Accountants, Sheffield, announce that they 
have opened an additional office at Fields- 
end Chambers, 434, Low Pavement, 
Chesterfield, Derbyshire. 

Mr. S. J. Russell, A.s.a.A., A.A.C.C.A., 
accountant to the British Institute of 


Management, has been appoint! assistant 
accountant to the Group Centra! Office of 
General Motors, Ltd., at 23, Bu. kingham 
Gate, S.W.1. 

Mr. Robert Hilton Roberts, r.s..4., and 
Mr. Walton Gill, A.s.A.A., announce that 
their practices have been amalgan ated, and 
will be conducted under the style of 
Roberts & Gill, Incorporated Accountants 
at Palmerston Buildings, 5, Manor Row, 
Bradford. 

Messrs. Watts, Gregory & Co., Incor. 
porated. Accountants, Cardiff, announce 
that Mr. Geoffrey Llewellyn Croom, 
A.S.A.A., has been admitted into partner. 
ship. The style of the firm will remain 
unaltered. 

Messrs. Allan & MHarsant, Chartered 
Accountants (S.R.), intimate that they have 
assumed into partnership Mr. J. H. R. 
Eastwood, 0.B.E., A.S.A.A. The style of the 
firm remains unchanged. 


REMOVALS 


Messrs. Watson, Waddington & Sharp, 
Incorporated Accountants, have removed to 
Georgian House, Princes Street, Doncaster, 
The telephone number remains unchanged 
at Doncaster 3804. 

Messrs. J. A. Mowat & Co., Incorporated 
Accountants, announce a removal to 247, 
Bath Street, Glasgow, C.2. 

Messrs. Tansley Witt & Co., Chartered 
Accountants, have removed their offices to 
22-24, Ely Place, London, E.C.1. The 
telephone number remains the same: 
Holborn 6683. 


OBITUARY 


JosHua RALPH ATKINS 

We record with regret the death on May 23 
of Mr. J. R. Atkins, F.s.A.a., senior partner 
in Messrs. J. R. Atkins & Co., Incorporated 
Accountants, Manchester. Mr. Atkins was 
71 years of age and had been a member of 
the Society of Incorporated Accountants 
since 1911. For many years he was 4 
member of the Committee of the Man- 
chester District Society. 

Mr. Atkins was an alderman of the 
borough of Macclesfield and was also 4 


‘prominent Freemason, being a Past Pro- 


vincial Grand Treasurer of the province of 
Cheshire. 


Davin SHAND 
We learn with much regret that Mr. David 
Shand, F.s.a.a., died in January. He was 4 
member of the Committee of the New 
South Wales Branch of the Society of 
Incorporated Accountants, and had been 
in public practice in Sydney for many 
years. He became a member of the Society 
in 1941, and was keenly interested in 1s 
work in Australia. 
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